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Introducing a new 
breed of Bulldog. 

Here comes Mack Ultra-Liner® 
It's a lot more Bulldog. And a 
whole lot more than just another 
truck. 

It's the cabover 
concept reengineered 
from the roofline to the 
road. Aerodynami-
cally efficient. Light
weight, yet incredibly 
strong. Incomparably spacious 
inside. And revolutionary 
throughout. 

A Revolutionary 
Cabover Design 

The sleek, rugged Maxi-Glas™ 
cab defies rust and corrosion. It 

seals out noise and weather. It's 
easy to repair. And an exclusive 
structural cage provides unique 
driver protection. 

Inside, it's smooth, 
comfortable and quiet. 
And a truly productive 
environment. 

The human engineering 
r is obvious. The windshield 
is distortion free. The 

two-spoke, soft-feel wheel 
tilts and telescopes. All 
instruments and controls 
are TMC positioned for 
ideal visibility and reach. 

The patented new shifter in 

the Ultra-Liner model is a break
through in "breakaway" design. 

The environmental system 
combines heating, defrosting, air 
circulation and optional air con
ditioning into one, highly efficient 
unit. 

Trim levels range from func
tional all the way to the ultimate 
in luxury. 

Add up all the 
standard features 
and you've got a 
COE that sets new 
standards for the 
industry. 

Best of All, It's Got 
Balanced Design 

Ultra-Liner is built according to 
Mack's Balanced Design concept. 
With proven Mack components 
working together for the greatest 
efficiency. 

You can choose Mack Econo-
dyne(R) engines. You can choose 
our new T-200 series transmis
sions. Or if you prefer, you can 
choose from a selection of popu
lar components from other 
manufacturers. 

'Built Like a Mack Truck"® 
Those are proud words. And 

no matter how you look at it, 
Ultra-Liner has been built to 
produce. And to keep on pro
ducing, mile after mile. 

Mack Ultra-Liner. Starting to
day, every other cabover on the 
road will have to play catch-up. 

Mock 
RUCK! 

One ol The Signal Companies 

What America needs is less bull and more Bulldog. 



A shortcut to greater productivity 

In business today, productivity is more 
than a bu/zw < >rd. It's a matter of urgent a )neern. 
That's why a growing number < >f managers who 
want to step up work How fast turn to I )ale Carnegie 
• raining" It shows them new ways t<) tap the reserve 
power of their people and eliminate costly, time-
consuming obstacles to productivity. It works 
to increase efficiency and effectiveness. It also pro 
vides methods for measuring results.The 

manager has more time for creative thinking and 
goal setting. 

'lb find out more about the Dale Carnegie 
Management Seminar and how it can quickly get 
your (organization (>n the r< >ad t() greater pn )ducti\ ity 
ask lor a &ee copy of OUT quick reading booklet that 
outlines the objectives and benefits of the training. 
Just call (800) 231-5800 In Texas, c all (800) 392-2424. 
Or write directly tc) the address bek >\\. 

DALE CARNEGIE & ASSOCIATES, INC 
SUITE 763NB • 7047 REGENCY SQUARE BLVD. • HOUSTON, TEXAS 77036 



bols of the trade 

Be^ 

Something has 
become as indispensable in business 
today as pocket calculators and cups of 
coffee. It's the Business to Business 
Yellow Pages. 

It organizes, categorizes and indexes 
many of the supplies and services people 
in business need to know. It's efficient, 

available in 27 major markets and specifi
cally targeted to a select audience. 

That means if you advertise in this book 
you'll reach someone who's looking for 
dictating machines not diaper services. 

Pick up the Business to Business Yellow 
Pages today. Remember the right tool can 
make the job easier. 

Business to Business Yellow Pages 
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Driveability you can 
with a stick. 

eat 

Let's face it. There are a lot more productive things for a 
truck driver to do than work a clutch pedal and stick shift. 

Things like staying alert, keeping both 
^ hands on the wheel, and his mind on 

business. An Allison Automatic 
^ transmission makes it possible 

because it eliminates the tedium of 
constant clutching and shifting. A 

driver that isn't tired and irritated from 
battling the stick all day is more likely to 

do a better job for your company. 
An Allison Automatic can also reduce driver training time 

because there's no shift lever or clutch to master. What's 
more, it makes sure a driver is always in the right gear and 
RPM range for good fuel economy. 

In fact, past and current tests show that in most cases 
trucks equipped with Allison Automatics provide fuel 
economy equal to, and often better than, identical 

trucks with manual transmissions. 
That could add up to good savings, especially if 

you operate in hilly areas or congested cities. Plus 
Allison Automatics work for you by optimizing 
performance. 

They also keep your trucks working longer because they 
help reduce downtime. Allison Automatics all but eliminate 
the driveline damage caused by constant manual shifting. 
And because there's no clutch, there are no clutch repair or 
replacement costs. 

So give up the stick for good and get better driveability 
from your fleet with tough, dependable Allison Automatics. 
On hand now for immediate delivery. 

For more information, see your local truck dealer or DDA 
distributor, or write Detroit Diesel Allison, Division of General 
Motors, P.O. Box 81, Birmingham, Ml 48012. 

The Allison Automatics © 



BY JAMES J. KILPATRICK 

The Power To Destroy 
T HE STORY of urea foam formaldehyde insulation, 

known to the makers, the installers, the bureau
cracy and the courts as UFFI, is a melancholy story, 
but it is also instructive. It tells us something of the 
abuse of power and of the consequences of such 
abuse, and it teaches us that for some wrongs there 
is no effective remedy. What has happened is that a 
nice little business has been virtually destroyed, and 
there probably is no way to put it back together 
again. 

Formaldehyde is among the most nearly universal 
of all chemical compounds. It appears in every cell of 
the human body. It was first manufactured commer
cially about 1889. According to testimony before a 
House subcommittee last year, an 
estimated 1.4 million American 
workers in 45,000 different plants 
are involved in making products 
containing formaldehyde. The 
chemical is "essential" to 17 ma
jor industries and "important" to 
70 others. Formaldehyde turns up 
in disinfectants, preservatives, 
toothpaste, shampoo, plywood, 
draperies, cigarette smoke and 
permanent press fabrics. 

Forty-odd years ago an enter
prising German invented a pro
cess for turning formaldehyde 
resin into foam. The foam proved 
to have excellent insulating prop
erties, and it had this advantage: 
It could be sprayed easily into the 
exterior walls of old houses. 
There it hardens. Properly in
stalled, UFFI is a good product. 
Between 1975, when the foam 
caught on in the United States, 
and 1981, when the industry collapsed, an estimated 
500,000 homes were treated with UFFI. 

Toward the end of 1976, the Consumer Product 
Safety Commission began looking into UFFI. It mea
sured formaldehyde levels in 1,164 UFFI homes and 
determined that nine years after installation an aver
age level of .08 parts per million could be expected. 
In 103 non-UFFI homes a level of .03 could be expect
ed. The commission began investigating various com
plaints of adverse reactions after UFFI had been 
installed. 

While this was going on, the Chemical Industry 
Institute for Toxicology was conducting its own 
studies of formaldehyde. In a key experiment, 240 
rats were subjected to an average exposure of 14.3 
ppm formaldehyde for six hours a day, five days a 
week. The average daily high was a near-lethal 32.4 
ppm. Because rats breathe only through their noses, 
it was hardly surprising that over a two-year period 
103 of the rats developed nasal carcinomas. 

Other federal agencies, notably the Food and Drug 
Administration and the Occupational Safety and 
Health Administration, had seen no cause for alarm 
in UFFI or any other formaldehyde product. But the 
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There is no feasible way 
to sue the government 
for its bad judgment. 

commission dramatically rose to the occasion. In No
vember, 1980, it issued a widely publicized press 
release warning that UFFI carried a risk of causing 
cancer. In April, 1982, acting under the Consumer 
Product Safety Act rather than the Federal Hazard
ous Substances Act, the commission voted 4 to 1 to 
ban UFFI altogether, not only in homes but also in 
schools. 

In the wake of the fatal press release, the industry 
went down the tubes. The number of UFFI manufac
turers dropped from 16 to 3, and the number of 
installers from 1,500 to about 200. Many of these 
enterprises were mom-and-pop affairs. Scores of 
them took bankruptcy. 

The Formaldehyde Institute 
and other plaintiffs brought suit 
in the federal courts. Last April 7, 
almost a year to the day after the 
ban was promulgated, the Fifth 
U.S. Circuit Court of Appeals 
handed down a unanimous deci
sion in the matter. The sum and 
substance was that the commis
sion had goofed. It had not mar
shaled the "substantial evidence" 
required by law for such an or
der. Some of its evidence, indeed, 
was "worth exactly nothing." To 
justify its rule embracing schools 
there was no supporting evidence 
at all. 

On judicial scrutiny, it ap
peared that much of the evidence 
relating to irritant effects was 
merely anecdotal. It was the kind 
of evidence on which Chanticleer 
relied: When he crowed in the 
morning, the sun came up. There 

was little to link UFFI with coughs and wheezing in 
a provable cause-and-effect relationship. The evi
dence of the 103 rats was, in perspective, not impres
sive; it was overshadowed by better studies of hu
man subjects, notably studies of 1,106 morticians and 
more than 4,500 formaldehyde workers, none of 
whom showed unusual cancer mortality. On proce
dural grounds, the court held that the commission 
should have proceeded, if at all, under the Hazardous 
Substances Act. This would have given the industry 
an opportunity to challenge the rule in an adversary 
proceeding where the evidence could have been thor
oughly examined. 

I N BRIEF, the court found against the commission 
on every significant point, and the court vacated 

the ban against UFFI. But because of the attendant 
publicity, the owners of UFFI homes have seen their 
property devalued. The business is belly up. There is 
no feasible way to sue the government for the bad 
judgment of its agency. The moral to the story, to 
paraphrase John Marshall, is that not only the power 
to tax, but also the power to regulate, involves the 
power to destroy. • 



T H E BUSINESS OF CREATING MONEY (READING T I M E : 7 M I N U T E S ) 

How to create your own 
economic boom no matter where 

the economy^ heading 
1 HIS IS NO TIME for diplomatic niceties: It simply may be 

unwise to consummate a major financial deal without consulting 
General Electric Credit Corporation. 

You are likely to discover a different and perhaps a better way 
of doing business—whether you are in FORTUNE'S 500 or aspire to 
it. Many have. 

The examples below are but a few of the financial packages 
GECC created last year for the needs of thousands of corpora
tions. We tailor-make each package from a vast storehouse of 
financial options. We will create a new option on demand and can 
often tell a company what its needs are! 

Read on, ask us questions. 

A n absorbing short story 
about Scott Paper's 

relationship with GECC 

Increasingly, new business comes 
from clients who feel we've created 
at t ract ive financial packages for 
them in the past. 

With Scott's permission, we 
thought you might like to have 
a peek at the underpinnings of 
two packages constructed by 
GECC that increased the effi
ciency of the paper company's 
financial resources. 

The first t r ansac t ion was for a 
cogeneration plant in Maine that 
used wood chips as its primary fuel to 

generate steam for Scott's operations 
and electricity for sale to others. 
GECC recommended financing the 
facility with a structure like a lever
aged lease. 

Two basic steps were employed for 
the $91 million project: 

1. GECC invested $47 million 
in the 25-year financing. 

2. Separate public offerings of 
$7 million in long-term tax 
exempt bonds and $37 mil
lion in long-term taxable 
debt were a r ranged by a 
major investment banker. 

GECC was then awarded a second 
piece of business. This transaction, 
also in Maine, was a leveraged lease 

ONE GECC PROJECT LED TO ANOTHER WITH SCOTT PAPER. We helped 
Scott finance a cogeneration energy plant to produce steam and elec
tricity from burning wood chips and coal. Later, we designed a lever
aged lease for Scott's fiber recycling plant. Together, the two financial 

packages constitute a commitment of approximately $60 million. 

financing of a fiber recycling plant 
that processes waste paper into pulp 
for Scott paper products—much 
more cost efficient than producing 
the same products from timber. 

The basic steps in the second 
GECC financial package were similar 
to the first, with GECC contributing 
$13 million in equity and leveraged 
lease debt being raised through pub
lic offerings. 

GECC's work on the second trans
action took a mere 28 days to com
plete. Two reasons why GECC is 
able to move so fast is that we have 
so many options at our disposal 
and are not overly regulated when 
we use them. 

No pizza pie-in-the-sky 
talk: GECC's $ 3 0 million line 
of credit to Eastern Milk for 

two mozzarella cheese plants 

Offhand, you wouldn't think healthy 
cows would give the largest dairy 
cooperative in the Northeast a seri
ous financial headache. But Eastern 
has to market all of the milk their 
farmers produce. 

It began when the cows of Eastern 
Milk did what healthy cows do in 
spring and summer: give birth to 
calves. Nature and school boards 
added to the pain by doing what 
they're supposed to do. 

Nature increased the herd's 
lactation by 25%—normal. The 
school boards let the kids out 
for vacation—the law. Result: 
milk demand plunged. 

Disposing of surplus milk was costing 
the dairy millions a year, requiring 
additional contributions from its 
3,500 member farms. The farms 
understandably balked—and mem
bership began declining when East
ern got the bright idea of converting 
milk into mozzarella. They pur
chased two cheese plants. 

The plants, however, needed to be 
expanded and equipment needed 
modernization. Capital was short. 
Banks were delaying action on East
ern's request. Enter GECC. 



First step in the Eastern Milk trans
action: We sent a detachment of our 
field people to evaluate the company. 
They are specialists in every aspect of 
business, including cows! 

GECC's experts discovered that 
prospects for Eastern's cheese plants 
were good and that Eastern could 
greatly improve its borrowing power 
by improving its accounts receivable 
billing and improving its collection 
procedure. 

We recommended a computerized 
receivables program for the dairy. We 
then provided them with Industrial 
Revenue Bond guarantees of $6.5 
million. And because we believed the 
future did look so bright, we extended 
Eastern a total line of credit of $30 
million for more expansion. Head
ache cured. 

So if you live in the Northeast, 
chances are you've enjoyed a 
pizza pie made with 100% real 
mozzarella from Eastern milk 
products. And as a result, 
cooperative, cows and calves 
are doing very well indeed. 

Sour condominium market 
no obstacle as GECC finances 
one of the largest conversion 
projects in California history 

What our competitors in the real 
e s tate market often consider a risky 
way of doing business, GECC thinks 
°f as innovative and flexible. 

The difference between us is 
well illustrated in the Shelter Creek 

STUCK W I T H MILK, co -op 
dairy makes 100% real moz
zarel la. When surplus milk 
t h r e a t e n e d the f i n a n c i a l 
health of Eastern Milk Prod
ucts Co-op Association, the 
company got the idea of buy
ing cheese plants to dispose of 
the milk. GECC put together a 
financial package—when the 
banks would not—that had 
everyone at Eastern, including 

the cows, mooing. 

condominium project we recently 
financed in San Bruno, California. 
Shelter Creek Company faced two 
s e e m i n g l y i n s u r m o u n t a b l e 
problems. 

One, end loan money in California 
had all but dried up. Two, most 
lenders were out of the conversion 
financing market because of lagging 
sales caused by the first problem. 

Undismayed—you will have a hard 
time working for GECC if you ever 
are—we backed Shelter Creek 
because we bel ieved it to be a 
sound project that would bear fruit. 

With our commitment , Shel ter 
Creek Company was able to secure a 
municipal tax exempt bond issue and 

provide unit buyers with attractive 
low interest rate end loan money. 
GECC created two loans totalling 
$38 million for the project, large by 
any standard, even in the best of 
times. 

Shelter Creek Company got its 
bond issue financing and so was able 
to compete very favorably with 
neighboring condominiums because 
its buyers could obtain below-market 
mortgages. 

Four other big deals that 
demonstrate why GECC is one 
of America's largest diversified 

financial services companies 

Some highlights. For details on these 
and other financial packages ar
ranged by GECC, mail coupon. 

Three steel deals, $315 million. A 
major American steel company 
decided tha t leasing, arranged by 
GECC, provided the best financing 
terms for its long-term assets. 

* * * 
Cable TV lease, $22 million. GECC 
wrote the first tax oriented lease 
financing in the industry. 

Famous retail chain, $50 million. A 
floating rate loan secured by ac
counts receivable, inventories, and 
real estate guaranteed a leading fur
niture retailer this line of credit. 

* * * 
Commercial real estate "bow tie," 
$30 mill ion. When a building is 
sound, but requires extensive reno
vation, we are not reluctant to pro
vide financing, even in unfavorable 
economic times. 

To find out how we do it, mail the 
coupon. Or call 800-243-2222. In 
Connecticut, call 800-942-2222. 
Thank you. 

n Marketing Programs Operation 
General Electric Credit Corp. 
260 Long Ridge Road Stamford, Connecticut 06902 

~l 
I'd like to know more about GECC's ability to create money for business. Please send me 
your information kit describing 25 additional financial packages you've arranged in recent 
months and the 1983 revised edition of GECC's "Guide Through the Leasing Maze." 
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STATE. MP. 
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General ] 
Electric 
Credit 
CORPORATION 

Creating Money for Business 



AMWAY AMAGIFT" 
GIFT ALBUMS 

A PLEASURE TO RECEIVE 
AND SO EASY TO GIVE. 

The ideal solution for all 
your gift-giving needs is Amagift 
Albums from Am way! 

They're such a pleasure to 
receive because the recipients 
select their own gifts. And 
they're so easy to give because 1 
you're not spending your time < 
shopping! 

Here's How The Amagift 
Program Works. 

Amagift Albums are available 
in twelve price categories, 
ranging from $9.99 to $100.00 
per Album". This variety gives 
you the freedom to choose the 
appropriately priced album for 
each person on your list and 
puts you in control of your gift-
giving budget. Each album 
features more than 
40 desirable, 
name-brand 
gifts, all nicely 
described and 
photographed 
in full-color. 

Amagift Album recipients 
simply select their gift, then 
mail an attached post-paid cer
tificate to Amway. Every gift 

is guaranteed to arrive as 
ordered, in perfect condition, 
or a replacement is immedi

ately sent. 
To discover how convenient 

an Amagift program can be for 
you, contact your local Amway 
distributor. If you need help in 
locating one, call toll-free 
1 800 253-4463 (except in 
Hawaii and Alaska, write from 
there). Michigan residents dial 
1 800 632-8723. Amway Corpo
ration, Ada, Michigan 49355. 

> 

W£> 
Amwa^. 

Get the Whole Story 

''Suggested retail prices 



"Their nonstop schedule 
fits my nonstop scheduler 

United has the most daily nonstops to Cleveland. 
Mark McCormack's business keeps him traveling non
stop. As head of the International Management Group 
in Cleveland, he's a TV. packager, sports promoter, 
financial manager, club owner and more. 

Mark needs an airline schedule to fit his busy schedule. 
And United s got it: more daily nonstops to Cleveland 
than any other airline. 

And we give you more than great schedules. Now 
United has a new First Class section with wide, roomy 
seats and room to stretch out. Our redesigned Coach 

seating is more comfortable too, with more legroom 
between seats. 

All that plus United's extras, like Round-trip 
advance check-in, advance seat selection, Mileage 
Plus and great low fares, 
make it the best deal going. 

So call your Travel Agent 
or United. And see how our 
nonstop schedule fits your 
nonstop schedule. 

Fly the friendly skies of United. 
Call United or your Travel Agent. 

WASH/E/I 



Quality people produce quality work. 

First National Bank 
OF MARYLAND* 

The bank worth knowing. 
Member FDIC / Federal Reserve System 

Greater Washington Regional Headquarters: 1 Bank Street, Gaithersburg, Maryland 20877, 301-840-3800. 
Washington Office: International Club Building, Suite 520, 1800 K Street N.W, Washington, D.C. 20006, 202-659-5970. 

WASH/E/2 



Nations Business 

WASHINGTON LETTER 

• WASHINGTON-BASED BUSINESS GROUPS press
ing for more restraint on government 
spending grow increasingly concerned 
about vacuums in power centers crucial to 
winning the budget-cut battle. President 
Reagan doesn't plan to reveal second-term 
intentions until late summer. But fiscal 
conservatives in Congress and business 
community worry that he risks lame-duck 
image at time when strong statement of 
1984 candidacy would enhance his leader
ship role on budget policy. 

• SECOND POLITICAL PROBLEM is centered 
in Senate, where Majority Leader Howard 
Baker has announced retirement, and 
there's extensive jockeying to replace 
him. In addition, 18 GOP Senators 
will be up for re-election next year, 
and many of them remain uncertain about 
Political safety of aggressive stance on 
broad spending reductions. Overall result 
is lack of cohesion among majority party 
in Senate at time when crucial fiscal 
Policy decisions are still to be made. 

• IF REPUBLICAN POLITICAL STRATEGISTS 
went public on choice of an opponent in 
1984 presidential race, they'd be sport
ing Walter Mondale buttons. With the 
former Vice President and Ohio Sen. John 
Glenn the Democratic front-runners, Re-
Publicans see Mondale as most vulnerable, 
Siven his Carter administration back
ground, long identification with Kennedy-
O'Neill wing of party. Glenn comes on 
as more centrist compared with Mondale 
and is unencumbered by close ties to any 
°f the various party factions. His 
achievements as pioneer astronaut are, 
of course, major plus. 

* GOVERNMENT CONTRACTORS should be aware 
of U.S. Supreme Court decision limiting 
general Accounting Office access to cost 

records. Court held in Bowsher v. Merck 
& Company that GAO auditors can review 
direct manufacturing costs of product 
sold to government under negotiated 
contract, but not indirect or allocated 
costs of R&D, promotion, marketing and 
administration. Merck lawyers who won 
case say decision has far-reaching 
implications for every company that now 
sells goods to the government or hopes 
to in future. 

• SIMPLIFIED TAX SYSTEM continues to be 
a favorite topic of elected officials and 
economists, but action is unlikely until 
present turmoil over budget abates. 
Key administration and congressional 
decision makers on fiscal policy are too 
involved in current crisis to begin what 
would be long-term consideration of fun
damental changes in way government col
lects from taxpayers. 

• ADMINISTRATION PROPOSAL for tax sim
plification would probably be some form 
of consumption tax, replacing income tax 
in whole or part. Idea is to encourage 
savings and investments by shielding 
them from taxes, raise revenues by tax
ing spending. Morgan Guaranty Trust 
of New York points out in analysis of -
consumption-tax concept that nation has 
already taken steps in that direction, 
via IRAs and Keogh plans. Funds depos
ited in them can be deducted from income, 
subject to ceilings set by law. 

• CONTROVERSY OVER FEDERAL LAW allowing 
bigger trucks on major highways prompts 
trucking industry to consider major 
campaign to get its story across to the 
public. V.J. Adduci, president of Motor 
Vehicle Manufacturers Association, 
says industry hasn't responded adequately 
to "scare tactics" of critics, and "if 
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WASHINGTON LETTER 

we don't get our message across, the 
future of our industry as we know it 
could be in jeopardy." 

• IF SEN. JOHN TOWER (R-Tex.) decides 
not to seek new term, that could lead to 
political clash between two of Presi
dent Reagan's key political allies. 
James A. Baker III, one of top White 
House aides, and Rep. Phil Gramm (R-Tex.) 
might oppose each other for GOP nomina
tion to replace Tower. Rumors persist on 
Capitol Hill that Tower is considering 
retirement after 22 years. (He was first 
elected, in major upset, to fill seat of 
Lyndon Johnson when LBJ became Vice Pres
ident.) Baker is member of Reagan inner 
circle. All-out support from Gramm, then 
a Democrat, was important factor in Pres
ident's major fiscal victories in Con
gress in 1981. Reagan would be unlikely 
to take sides in a Baker-Gramm contest. 

• POPULATION REFERENCE BUREAU warns 
against complacency about world growth 
problems on basis of "much-heralded 
fertility declines." The Washington-
based research organization says the 
drop is limited to some developing 
countries, but death rates are also 
falling, and "the great population surge 
that began after World War II is continu
ing. " Of particular concern, bureau says, 
is increase "in those countries and re
gions that can least provide for their 
burgeoning populations." 

• NUMBER OF PEOPLE in more developed 
countries is expected to grow to 1.2 bil
lion from present 1.1 billion by end of 
century, while total population of less 
developed nations is projected to reach 
6.4 billion, compared with present 3.5 
billion. For example, population of six 
northern European countries will, over 
this period, increase from present 82 
million to 84 million, while population 
of 17 East African countries will rise 
from 146 million to 249 million. 

• AMERICAN FARM BUREAU FEDERATION has 
served notice on Congress and administra
tion that it will make all-out fight 
against any move to repeal law raising 
estate-tax exemption from 1981 level of 

$175,000 to $600,000 in 1987. One of 
many tax increase proposals on Capitol 
Hill calls for holding exemption at 
1983 level of $275,000. Robert B. Delano, 
farm bureau president, promises to "pull 
out all the stops" in opposing rollback 
of law providing "life-giving assistance 
to family farms and small businesses, 
which were being eaten to death by estate 
taxes." Federation also opposes moves to 
change tax cut set for July 1 and tax in
dexing to take effect in 1985. 

• EMPLOYERS CAN OBTAIN copies of Field 
Operations Manual that spells out 
enforcement policies and procedures to 
be followed by inspectors from the 
Occupational Safety and Health Adminis
tration when on their rounds. Copies will 
be available shortly, at $28 each, from 
Superintendent of Documents, U.S. Govern
ment Printing Office, Washington, D.C. 
20402. 

• REMEMBER ALL THAT TALK a few years ago 
about oil-rich foreigners buying up 
vast amounts of U.S. farm and timber 
lands? Purchases now stand at 13.5 mil
lion acres, just over 1 percent of total. 
Fifty-five percent of those holdings are 
forest lands. Three quarters of owners 
are in Canada, the United Kingdom, Hong 
Kong, West Germany and the Netherlands 
Antilles. Largest holdings in any one 
state are 2.6 million acres in Maine 
owned by three big foreign timber compa
nies. Foreign owners are required to re
port holdings under Agricultural Foreign 
Investment Disclosure Act of 1978, passed 
in response to congressional concern 
about reports of massive purchases by 
interests abroad. 

• ONE MORE POLITICAL NOTE: Political 
strategy outweighed historical omens 
when the Democrats chose San Francisco 
for their 1984 convention. The meeting 
will attract great attention to the 
party in the nation's most populous 
state. But the two presidential candi
dates nominated in that city, Democrat 
James Cox in 1920 and Republican Barry 
Goldwater in 1964, suffered crushing 
defeats by Warren Harding and Lyndon 
Johnson, respectively. 
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XEROX 

Introducing the 

And what it means 
to your business. 

Every business, large or small, 
can use an edge. 

To a large corporation, it can 
mean the difference between a small 
or large profit. 

To the small business, it could 
mean not staying small. 

And in the jungle called the busi
ness world, the Xerox edge can make 
the difference. 

First of all, when you buy some
thing that has our name on it, you're 
buying the absolute best there is. And 
that goes for the Xerox 2830 desktop 
copier that delivers J*» 283o copter. 
crisp, clear copies. 

Right up to £ 9 _\ 
the Xerox 820-11 
Personal com
puter with new 

Which brings us to another edge. 
You can get all these office products 
from the same company. 

Us. 
So you don't 

have to shop all over 
town, dealing with a 
lot of companies 
with a lot of differ
ent ideas about war
ranty responsibilities and service. 

Once you've decided what Xerox 
equipment you need, another edge 
suddenly becomes apparent. It has to 
do with a subject close to every busi
ness person's heart. 

Cost. 
You'll discover that many Xerox 

products are at newly lowered prices, 
a move designed to put to rest the 

potion that you can't 
afford Xerox equipment. 

Buy them in combi
nation and you'll save 

The 820-11 Computer. The Memorywriter. 

software that can dramatically sim
plify your workload without dramati
cally affecting your budget. And the 
Xerox 860, a powerful word processor 
that could be the best decision a 
Paper-intensive company could make. 

Of course, there are the Xerox 
Memorywriters, electronic type
writers with a dazzling array of fea
tures and with memories that can be 
upgraded to grow as you grow. 

The 860 Word Processor. 

even more. 
We also offer 

a variety of attrac
tive financing 

arrangements. 
So if you were waiting to build 

your office of the future sometime in 
the future, you can afford to start it 
right now. 

That'll increase your productivity 
earlier than expected. And leave you 
with an edge over your competition. 

So now you have your Xerox 
products and arranged to pay for 
them. It's time for another Xerox 

edge. Unlike some companies that 
might shake your hand and kiss you 
goodbye, we offer the Xerox people 
edge. Sales representatives who 
understand how businesses operate 
and can recommend the right equip-
I ment to meet your needs. Analysts 

jAand customer representatives who 
^provide on-going support and train
i n g . And a service organization that 
spans the continent. 

So what does it 
all mean? 

Well, the 
Xerox edge can 
help you create, 
store, copy, 
communicate 
and organize 
information 
better than ever 
before. 

And leave The People Edge, 
you more time to do the thing you 
do best. 

Make money. 

Call 800-648-5888, operator 616 
]o find out how the Xerox edge can hdp you. call tins xon 

number or send in the coupon. 
I'd like Da sales representative u>contact me. I ;i demonstration, 

information on copiers. O Memorywriter. | IX20-II Computer, 
t j 860 W r d Processor. 

Send to: Xerox Girporation, Box 24. Rochester, NY. W692. 
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LETTERS 

Defending Watt 

Many of the letters [May] comment
ing on the article "Behind the Cam
paign Against Watt" [March] missed 
the key point of the current environ
mental debate. 

Economic growth and environmental 
quality can, and must, co-exist. But en
vironmental laws and regulations can 
be, and are, used to block growth. 

Reasonable people do not differ on 
reasonable environmental goals. The 
conflict arises from overly complicated 
government policies and regulations to 
achieve those goals. Although exces
sive government constraints could be 
modified without loss of environmental 
quality, recommendations for such 
changes are too often equated with at
tempts to destroy the environment. 

We are still witnessing the century-
old debate between progressive conser
vationists advocating wise use of re
sources with economic growth and 
romantic preservationists opposed to 
any use and to growth. 

Industrial environmentalists general
ly wish to protect the environment 
through management, meaning the ap
plication of systems and technology in 
the wise use of resources. Interior Sec
retary James G. Watt is a conservation
ist who supports that approach. He has 
never called for damaging the environ-

Send letters to Editor, NATION'S BUSI

NESS, 1615 H Street, N. W., Washing
ton, D.C. 20062, and include your 
phone number. Letters addressed to 
the Editor will be considered for pub
lication unless the writer requests 
otherwise, and they may be edited and 
condensed. 

ment. The basic argument is over bal
ance, which cannot be achieved by mis
taking more environmental regulation 
and preservation with environmental 
management and conservation. 

ROBERT KILMARX 

President 
International Analysis 

Association 
Washington, D.C. 

Where credit is due 
Re: "The Terrible Tangle in Bank

ruptcy Law" [April]. 
The events that lead to personal 

bankruptcy do not happen overnight, 
but the decision to file usually does. If 
business wants to cut its losses—and, 
as Francis Curran of the American 
Bankers Association says, "get back to 
providing credit to people who were 
able to get it previously"—it must 
adopt a policy of reconsideration and 
cooperation with its customers. 

L.B. WHITENER 

Whitener Consultants 
Fairfax, Va. 

Don't touch that pension 
Re: "Reform Federal Pension Sys

tems?" [Where I Stand, April; see page 
73, this issue]. 

I am a retired U.S. Navy yeoman and 
adamantly oppose military pension re
form. Most military retirees fall short of 
the $30,000 annual pension cited by advo
cates of reform. The median retirement 
age of 39 is probably correct. However, 
during 20 years, I wager that active 
military personnel actually work 30 to 40 

< Yes, we do have 
• corporate rates 
• comfortable accommodations in 

gracious and secure surroundings 
• deliciously prepared foods 
• For reservations call toll-free: 

U.S., 1-800-221-7236; 
Mich., 1-800-221-7237; 
Canada, 1-800-267-7187. 

Across from Greenfield Village. Midway between downtown Detroit and Metro Airport 
20301 Oakwood Boulevard • Dearborn, MI 48124-4099 • (313) 271-2700 

The Chamber of Commerce of the United States, 
publisher of NATION'S BUSINESS, is a 

federation of businesses, trade associations, 
local and state chambers, and American 
chambers of commerce abroad. 
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Discover how 
to improve your 

management talents 
and profits. 

"Executive Seminars in Sound" is 
a lively 8-tape program designed to give 
answers to problems crucial in manag
ing a business. The tapes cover: 
1. HOW TO GET YOUR IDEAS 

ACROSS 
2. MAKE THE MOST OF YOUR 

TIME 
3. YOUR ROLE AS A DECISION 

MAKER 
4. GUIDE TO BETTER f 

PEOPLE MANAGEMENT 
5. MASTERING THE ART 

OF DELEGATING 
6. ORGANIZING YOUR 

PLANS AND PLANNING 
YOUR ORGANIZATION 

7. STRATEGIES OF MOVING 
AHEAD 

8. HOW TO LIVE WITH I 
YOUR OWN SUCCESS 

No boring lectures. 
9 n each tape, actors drama
tize on-the-job situations that, 
as a manager, are always 
facing you. The expert com
mentary analyzes the situa
tions and demonstrates the 
most profitable solutions. 

Learn where and when you 
choose. The convenience of cassette [ 

tapes, in a compact binder, allows 
Executive Seminars in Sound" to work for 

How To Get Your 
Ideas Across 

Make The Most 
of Your Time 

Your Role As 
A Decision Mak' 

ide To Better People 
Management 

asteringTheArt 
of Delegating 

Organizing Your Plans and 
Planning Your Organization 

you anywhere, any
time- at the office, in 
your car or at home. 

Invest $95 in your
self and profit for a 

1 lifetime. Send today 
' for your complete set 

of 8 cassettes.Each 
"Executive Seminars 
in Sound" tape is no 
less than 45 minutes 

long. We'll even let you 
try it for 15 days FREE, 
and if you re not satisfied, 
return it for a full refund. 

Plus, you receive a study 
guide with a written synop
sis of each tape, ideal for 
personal review and group 
training sessions. 

How To Live With Your 
Own Success 

4 111 take you up on your 15 day FREE TRIAL OFFER. 
Send me "Executive Seminars in Sound." If not thoroughly 
satisfied, I can return it for a full refund 
• Check enclosed for $95. 
Bill to my: • Visa • MasterCard D American Express 
Card No. Expiration Date 
Signature 
Name Title 
Company 
Address 
City State Zip 
Nation's Business Executive Seminars Division 
1615 H Street. N.W.. Washington. D.C. 20062 
California and Diatrirt irf Columbia reanenta.addsaieatn 
NB06R.1 



How you can tell 
They're both IBM Personal Computer5 

And they're the same. Only different. 
The system that's on the left is the 

ideal solution for a person who wants to 
be creative, efficient and improve his or 
her personal productivity. 

So is the other one. 
The system on the left incorporates 

the quality, the reliability and the 
technological excellence that have made 
IBM a computer leader for over 30 years. 

So does the other one. 
So which is which? Simple. 
On the left is the IBM Personal 

. Computer, starting with 64KB of user 
I memory (expandable to 640KB) and 
Iwn two optional VA" diskette drive* 

It can easily satisfy your 
computing needs at the 
office, at home or in school-

With 5 expansion slots > 
it gives you room to grow. 

(You can even make it function 
like the computer shown on the right 
by adding an expansion unit that 
houses one or two 10-million-character 
fixed disk drives.) 

This system can run most of the 
same software and accept most of the 
same IBM hardware as the computer on 
the right. And its price/performance 
is nothing less than remarkable. 

The IBM Personal Computer 



which is which 
On the right is the IBM Personal 

Computer XT, starting with 128KB 
of user memory (expandable to 640KB), 
a 5*4" 360KB diskette drive plus a 
standard 10-million-character 
uxed disk drive that's already built in. 

For a businessperson with 
heavyweight data requirements, the 
•^T packs a lot of power, because it 
Can store the facts, figures, names 
a nd numbers you need to know. 

(Instead of going from diskette to 
^skette, you can have up to 5,000 pages of 
te*t or up to 100,000 names and addresses 
c°nveniently stored in one place.) 

And by adding an expansion unit with 
* second 10-megabyte fixed disk d r i v e , ^ ^ ^ m 
you g e t c v e n m o r e high-volume 4 
^pacity from the system. 11II y 
*T can run most of the same 
software and accept most of the 
Same IBM hardware as the computer 
°n the left. And its price/performance 
s nothing less than remarkable. 
. But for you to choose, there's a lot 
ef t (or right) to learn about both 
Ambers of this growing family. Visit 
y°o.r authorized IBM Personal Computer 
p i e r . To learn where, call 800-447-4700. 
l n Alaska or Hawaii, 800-447-0890. 

And see which tool for modern 
tIn*es is right (or left) for you. ======* 

The IBM Personal Computer XT 



years worth of hours. All in all, I would 
say that the military person should be 
fully compensated by a grateful nation 
for 20 years of service to his country. 

DON L. DIEU 
Lubbock, Tex. 

A little help for your friends 
In "Battle Plan for Business in Poli

tics: Stand Firm" [April], Rep. Newt 
Gingrich (R-Ga.) demands a government 
that "helps its friends." I didn't know 
the government had any friends or even 
how one befriends a government. 

Gingrich pronounced inexcusable the 
government's failure to observe the old 
Roman rule of punishing one's enemies. 
Whatever became of that operation? 

JAMES W. SYMINGTON 
Washington, D.C. 

In praise of converters 
Contrary to a report in the March 

Outlook ["Is It Time To Junk Catalytic 
Converters?"], catalytic converters are 
making a major contribution to achiev
ing the nation's environmental goals. 
These dramatic improvements would 
have been impossible had lead remained 
in gasoline, since it renders present-day 
catalytic material inactive. By using the 

converters, automakers have been able 
to minimize the fuel economy loss asso
ciated with meeting today's stringent 
tailpipe standards. 

Your article implies that automobiles 
are a significant contributor to sulfur 
dioxide emissions—which they definite
ly are not, regardless of whether they 
have catalytic converters or not. Since 
almost all sulfur is removed from gaso
line in the refining process, cars are 
reponsible for less than 1 percent of all 
sulfur dioxide into the air. 

R.T. KINGMAN 
Director, Public Relations 
General Motors Corporation 
Washington, D.C. 

The facts of life 
In "How Not to Create Jobs" 

[March], James J. Kilpatrick seems to 
be well aware of the long-term econom
ic benefits of defeating protectionist 
legislation. But apparently he envisions 
an ideal trading environment without 
excessive tariffs or nontariff trade bar
riers, and with cooperation among all 
trading partners. He does not mention 
the greed and prejudices of the trading 
countries, or how the desire of each one 
is to be economically the strongest. 

The desire for economic dominance 

over others is a fact of human nature, 
and moral protestations from academ
ics and from "do-gooders" like James J. 
Kilpatrick will never change this. The 
Spanish amassed great quantities of 
gold in accord with their mercantile the
ory of trade centuries ago. Today the 
Japanese are amassing billions of dol
lars. RICHARD CARLBLOM 

Alhambra, Calif. 

James J. Kilpatrick is plagued by the 
same tunnel vision that afflicts many 
who are not affected by the Japanese 
intrusion into our market place. 

Though protectionism is not the an
swer, Japan must be made to realize 
free trade is a two-way street. The me
dia and politicians must make this mes
sage clear to the Japanese so we may 
all compete on a common level. 

DONALD A. WALTERS 
President 
Machine Tool Affiliates, Inc. 
Indianapolis 

If protectionism is such a bad thing, 
as Kilpatrick seems to believe, then 
how come it is working so well for the 
Japanese? B.B. TOTTY 

Chairman of the Board 
Fireside Credit, Inc. 
Dubuque, Iowa 
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FOR YOUR TAX FILE 

Defending Yourself Against IRS 
By John Hanly Adams 

Questions about your rights in a dis
pute with the Internal Revenue Service 
are bound to increase as IRS steps up 
its drive to catch tax cheats. Honest 
taxpayers will be increasingly at risk, 
along with the crooks. 

Your best defense is a good tax ad
viser, backed up by some personal un
derstanding of the tax rules—as a 
check on the advice you get. 

IRS itself issues useful guides, in
cluding Publication No. 556, "Examina
tion of Returns, Appeal Rights, Refund 
Claims," and Publication No. 910, list
ing free aid programs. But rules keep 
changing. 

For instance: IRS has just amended 
its regulations to allow it to serve no
tices of levy (used to attach a delin
quent taxpayer's property, like a bank 
account, that is in the hands of a third 
party) by mail instead of in person, by 
an IRS employe. 

On the taxpayer's side, IRS recently 
warned its auditors they may enter pri
vate premises—your home or office— 
"only when invited in by the rightful 
occupant." Note that this does not ap
ply when agents seize assets or take 
other action sanctioned by formal en
forcement procedures or court orders. 

Marriage Penalty Deduction 

It is hard to believe, but according to 
an IRS survey many couples over
looked in their 1982 returns the two-
earner deduction aimed at offsetting 
the "marriage penalty." 

This new tax break allows a deduc
tion of 5 percent of the smaller of spou
sal incomes when both spouses work 
and file jointly, up to a maximum de
duction of $1,500 in 1982. The deduction 
r'ses to 10 percent of the qualified in
come, to a maximum of $3,000, in 1983, 
s ° it will be even more important not to 
overlook it this year. 

You can claim this deduction (on 
Schedule W with Form 1040 or on line 
H of 1040A) even if you do not itemize 
other deductions. But the deduction is 

ypte: For Your Tax File is an informa-
ton service for readers. See tax and 
e9al advisers for guidance on all spe-

Clfic cases. 
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figured only on "earned income," so 
you cannot count pensions, annuities, 
nontaxable income, IRA payouts, de
ferred compensation or income one 
spouse pays another. If you failed to 
claim the deduction for 1982, you can 
file an amended return on Form 1040X 
with the IRS service center where you 
sent your original return. 

You Won't Get Fat 

Standard per-day meal allowances in 
1983—for deductions of meal expenses 
while away from home on business 
travel—are set by IRS at $14 a day for 
travel requiring a stay of fewer than 30 
days in one locality, or $9 per day for a 
stay of more than 30 days. 

Taxpayers can still deduct actual 
meal expenses, rather than using these 
allowances, by maintaining proper rec
ords to substantiate their outlays. 

IRA Angles 

• A man pulled his money out of an 
Individual Retirement Account to "roll 
it over" into what he thought was an
other IRA paying a higher yield. He 
completed the transfer in five days— 
well within the 60 days allowed before 
tax deferral is lost. But five months 
later he discovered he had actually in
vested in an account that did not meet 
the legal requirements for an IRA. IRS 
ruled that the money transferred was a 
"premature distribution" and thus ordi
nary income subject to income tax plus 
a 10 percent penalty. IRS said the law 
provides no relief for a mistake; it has 
no authority to waive the 60-day limit 
for rollovers. 

• A 1982 law permits a working 
spouse over 70Vi to set up an IRA on 
behalf of a nonworking spouse and con
tribute to it until that spouse reaches 
70V%. If it is a new IRA, it must be set 
up in the nonworking spouse's name 
and thus owned by that person. Contri
butions can be as much as $2,000 a year 
(a younger worker may contribute no 
more than $250 a year for a nonwork
ing spouse) and must stop after the 
year in which the nonworking spouse 
reaches 70^2. 

• IRS approved a plan under which 

an IRA owner will get $1,200 a year in 
quarterly payments from the IRA after 
reaching age 65; that figure is based on 
the joint life expectancy of the owner 
and spouse. When the owner dies or 
reaches 70Ms, payments will increase so 
that the IRA balance will be paid out 
within the remaining life expectancy of 
the surviving spouse or owner and 
spouse. The owner retains the option to 
change the payments schedule until 
age 70 V2; the spouse can make addition
al withdrawals if needed for medical 
expenses. 

When Is a Farm a Hobby ? 

A part-time farmer often cannot de
duct losses on farm and animal ven
tures (horse breeding, say) because IRS 
holds the farm is just a hobby, not run 
for profit. A new court decision, howev
er, shows that when the facts are right, 
you can prevail. 

The case involved an advertising man 
who bought a dilapidated dairy farm 
with a definite plan to make the land 
pay. He kept his job in the city but 
worked at the farm on weekends, re
storing the house and orchard, con
tracting with a tenant farmer who 
agreed to convert 10 acres a year to 
tillable crops, helping neighborhood 
farmers for the sake of the experience 
and boning up on trade journals and 
experts' advice. His books showed 
$18,500 in losses over the first two 
years. 

IRS disallowed the losses as deduc
tions, and the Tax Court agreed. But 
the U.S. Court of Appeals for the Sev
enth Circuit ruled that, although the 
taxpayer may have spent little time at 
the farm, he clearly intended to make it 
profitable at some future date. 

For Direct Sellers 

To clear up confusion over tax deduc
tions available to people who sell goods 
and services door to door, at neighbor
hood "parties" and in other direct 
ways—and over the employment-tax 
status of such individuals—IRS now of
fers "Tax Information for Direct Sell
ers." Ask the nearest IRS office for 
Publication No. 911. • 
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OUTLOOK 
SMALL BUSINESS 

DISCs: A Big Issue for Small Exporters 

A foreign trade zone, like this underground facility in Kansas City, Mo., is a site 
within the United States where foreign goods are not subject to customs duties. 

If the Reagan administration and 
Congress listen to small business ex
porters, there could be greater opportu
nities for such firms as a result of the 
demise, after 12 years, of the Domestic 
International Sales Corporation pro
gram. 

The DISC program encourages ex
ports by permitting a company to defer 
taxes on as much as half of its foreign 
sales income. 

Objections to DISCs were raised by 
other countries that are, like the United 
States, signatories to the General 
Agreement on Tariffs and Trade. Last 
year the GATT council ruled that the 
DISC program violated the treaty, and 
U.S. Trade Representative William 
Brock promised that the administration 
would come up with an alternative that 
would, among other things, be usable 
by small business. 

Under one idea now being considered 
by the administration, foreign sales cor
porations would be incorporated out
side the United States. A portion of 
each new corporation's income from ex
port sales would be exempt from U.S. 
taxes. 

Evan A. Werling, vice president for 
finance of the French Oil Mill Machin
ery Company, a small firm in Ohio, told 
a subcommittee of the House Small 
Business Committee that "the main 

18 

problem for small business with the ad
ministration's proposal is that many ac
tivities are required to be performed 
outside the United states." 

Another administration proposal 
would permit an exporter to continue to 
operate as a DISC for sales up to $10 
million a year (currently, 85 percent of 
the companies using the DISC program 
have sales lower than that). But the 
exporter would be required to pay in
terest to the government on the de
ferred taxes. 

Werling, testifying for the U.S. 
Chamber of Commerce, told the sub
committee that this was not attractive 
to the small exporter either, "since the 
only value of a tax deferral is the time 
value of money, and paying an interest 
charge on that deferral would eliminate 
its benefit." 

The U.S. Chamber has offered an al
ternative proposal involving the use of 
foreign trade zones. 

A foreign trade zone is a site located 
within the United States where foreign 
and domestic merchandise is considered 
generally as being outside U.S. customs 
territory. Such zones would thus quali
fy as areas in which small business 
foreign sales corporations could be lo
cated and conform to the GATT crite
ria. 

But, Werling warned, "use of the 

concept would only work if the activi
ties required to be performed in them 
were minimal in effect. Small business 
should not be required to move sub
stantial operations to such zones." 

A Bright Future For 
Equipment Leasing? 

Continuing high interest rates, fueled 
by federal deficit spending, could make 
equipment leasing a more attractive al
ternative for a growing number of 
small U.S. companies. The Bank of 
America predicts that leasing will be
come one of the fastest growing indus
tries in the 1980s. 

The American Association of Equip
ment Lessors estimates the value of the 
capital assets covered by all outstand
ing equipment leases at $200 billion. 
About 20 percent of all new equipment 
put into use each year is lease-financed, 
the Bank of America says. 

Predicasts, a Cleveland-based market 
research and business information 
firm, says the U.S. leasing industry can 
expect to grow more than 11 percent 
annually through 1990. Although third-
party leasing will remain dominant dur
ing the decade, the firm predicts that 
leasing by manufacturers will be impor
tant, particularly in agriculture, where 
sales depend on the manufacturers' 
ability to arrange financing. 

The FTC Tells How To 
Stay Out of Trouble 

For the small business person who 
wants to stay clear of the Federal 
Trade Commission, a new publication is 
on the way. Marketing and Advertis
ing for Small Business is scheduled 
for publication this summer. It will join 
such FTC manuals as How to Advertise 
Consumer Credit, an invaluable refer
ence for the business that writes its 
own ads. 

If certain terms—called "triggers"— 
are used in an ad, the ad must also 
contain specific disclosures. If the busi
ness steers clear of these triggers, 
there is no requirement to make the 
disclosures. 

Also available are Writing a Read
able Warranty, Making Business 
Sense of Warranty Law and Han
dling Consumer Complaints—In-
house and Third Party Strategies. 

FTC publications are available from 
the Federal Trade Commission Distri
bution Office, Sixth Street and Pennsyl
vania Avenue, N.W., Washington, D.C 
20580. 
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TRANSPORTATION 

Clearing the W a y for Bigger Trucks 
PHOTO KAREN KRAUSE 

Look for wider, longer and heavier 
truck trailers on federal highways this 
summer and fall under legislation Con
gress approved this year to help the 
trucking industry absorb new taxes for 
improved roads. 

The legislation overrode some state 
laws that prohibited bigger trucks and 
established a national truck transit plan 
that will allow jumbo trailers to pass 
through "barrier states" like Illinois 
and Missouri. The Department of 
Transportation estimates that the in
dustry will save about $5 billion annual
ly under the national plan. 

Trailers can now be six inches wider 
than before, to a span of 102 inches, 
and can weigh 80,000 pounds. A single 
trailer can be 48 feet long, and twin 
trailers pulled by one truck can be 28 
feet long each. Before the law was en
acted, 12 states banned twin trailers. 
The longest truck-trailer combination 
on the road can now be 70 feet from the 
bumper of the truck to the back bump
er of the second trailer. 

Some state officials, concerned about 

how hazardous the big trucks may be 
on roads connecting main federal high
ways, are still negotiating with the Fed
eral Highway Administration over 
which routes the trucks will take. 

Trolleys Are Jolly, 
Planners Decide 

Urban mass transit plan
ners all over the country 
are turning back the clock 
with proposals to revive 
electric trolley service. 
Much more is involved 
than a wave of nostalgia. 

Pittsburgh is recon-
. • 1 , / . PHOTO PA TRANSIT 

structing a half-century-
old trolley system covering 22.5 miles. 
Light rail lines, as the trolleys are now 
called, are being built in Buffalo and 
upgraded in Boston, Cleveland and 
Philadelphia. In Memphis, St. Louis and 
Dallas, city officials are reviewing the 
concept. A line now runs from San Die
go to the Mexican border. 

"I think we'll see a lot more of 

Pittsburgh is rebuilding 
its 50-year-old trolley 
system of 22.5 miles, 
replacing vintage cars 
with sleek new models. 

them," says Joseph Marshall of the Ur
ban Mass Transit Administration, 
which is funding some of the trolley 
development. "A combination of a lot of 
things makes it a good system. They 
use clean electric power and are more 
energy efficient." He adds that it is 
also a lot cheaper to build on the sur
face than to tunnel beneath a city. 

ENERGY 

Strategic Reserves: Filling Fast Enough? 
The Reagan administration's plans to 

put less oil into the Strategic Petroleum 
Reserve will be challenged in Congress 
this year, perhaps successfully, by a 
bipartisan group led by James McClure 
(R-Idaho), chairman of the Senate Ener
gy and Natural Resources Committee. 

The Energy Department says $1.57 
billion can be saved in fiscal 1984 if the 
fill rate is reduced from the 220,000 bar
rels per day mandated by Congress to 
145,000 barrels per day. With 306 mil
lion barrels already in the SPR, enough 
to make up for an 11-month disruption 
of imports, less funding can be safely 

PHOTO AMERICAN PETROLEUM INSTITUTE 

Brine is drained from Louisiana caverns 
w"ere the U.S. will hold oil in reserve. 
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budgeted, the administration contends. 
Any fill rate under 220,000 barrels, 

McClure warns, is unlawful and un
wise. "One of the only tools available to 
protect America in case of an interna
tional oil shortage is the SPR. It is ex
tremely important that we continue to 
fill the reserve to the set goal of 750 
million barrels." 

SPR Director Richard Furiga, noting 
that the administration fully supports 
maintaining the reserve, says the cut
back "certainly doesn't reflect a lack of 
enthusiasm and interest on the adminis
tration's part. It reflects budget con
straints." 

The SPR has always been popular in 
Congress and, in years past, Congress 
has appropriated higher amounts for 
filling it than several administrations 
have requested. 

Russia May Soon 
Be Thirsty for Oil 

The Soviet Union faces an energy cri
sis that "will severely challenge and 
strain" relations with its Eastern Euro
pean satellites and possibly force it to 
look south to the Persian Gulf for more 
oil, warns a report published by the 

Center for Strategic and International 
Studies at Georgetown University. 

Later in this decade, "the availability 
of oil is in serious doubt and delays or 
shortfalls in remaining Soviet hydrocar
bon [natural gas and coal] exports and 
conservation and substitution pro
grams [to more energy-efficient fuels] 
will probably result in inter-Warsaw 
bloc competition for scarce resources 
. . . as they try to cope with stagnating 
economies made worse by an energy 
crisis," writes Jonathan Stein in The 
Soviet Bloc, Energy and Western Se
curity. 

The Soviet Union has an abundance 
of coal and natural gas, but most of 
these proven reserves lie east of the 
Ural Mountains, far from the popula
tion centers of western Russia and Eu
rope. Transporting these fuels will be 
very expensive. 

The Eastern European nations' de
mand for Soviet energy exports has 
boomed, from $2 billion in 1971 to $24 
billion in 1980. 

Throughout the Soviet empire, at
tempts are being made to conserve and 
to use natural gas instead of oil, but 
these conversion efforts are very ex
pensive and compete with the capital 
demands of an ongoing industrial mod
ernization program. 
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OUTLOOK FINANCE 

Keeping Track of Securities Trading 
Self-regulation is the buzz word in 

the securities industry these days, and 
it is becoming more of a reality. 

For the past two years, officials of 
the nation's stock exchanges and of the 
National Association of Securities Deal
ers have been developing—through an 
industry panel, the Intermarket Sur
veillance Group—a computerized sys
tem to keep a sharp eye on trading 
activities on the stock and options mar
kets. When the program is firmly in 
place, each exchange will be able to 
know who has bought and sold shares 
of a particular stock, nationwide. 

The Securities and Exchange Com
mission has been working with the in
dustry panel, and in a recent report to 
Congress the SEC predicted that the 
program should be fully operational 
next year. 

Fred Hoevenaar, vice president of 
market surveillance for the New York 
Stock Exchange, says that, so far, the 
intermarket surveillance program has 
been an effective way to uncover ma
nipulation of equities when, for in
stance, one stock is traded on both the 
New York and American stock ex
changes. 

The specific kinds of stock manipula

tion that concern the group are "fairly 
classic ones," Hoevenaar explains, "be 
it insider trading across several mar
kets or mini-manipulation," when some
one attempts to affect the price of a 
stock in order to enhance an option's 
value. 

Round Two For 
Enterprise Zones 

Rep. Henry Nowak (D-N.Y.) has in
troduced enterprise zone legislation 
similar to a bill he offered last year. 
"Conceptually, the bill is the same as 
last year's," Nowak says. But this 
year's bill goes beyond offering tax in
centives and regulatory relief, as the 
1982 bill did. The new proposal is de
signed to lure business development to 
distressed areas through grants and 
loans, as well as tax advantages. 

To qualify as an enterprise zone un
der the bill, an area must have a popula
tion of 5,000 or more and an unemploy
ment rate that is 1 percent higher than 
the national average, and it must have 
recently experienced a sudden econom
ic dislocation resulting in job loss. 

Employers would get a tax credit for 
hiring qualified employes; they could 

The Nowak bill includes an investment 
credit for rehabilitating old buildings. 

include laid-off workers unlikely to re
turn to their previous jobs, workers laid 
off because of plant closings, the long-
term unemployed and the socially dis
advantaged. The credit would equal 50 
percent of the employe's wages for the 
first three years. 

Eligible small firms could receive as 
much as $500,000 for capital or operat
ing expenses from the Small Business 
Administration. 

INTERNATIONAL 

Would a New Tax Help Detroit Compete? 
A top Ford Motor Company execu

tive, David N. McCammon, believes 
that the tax-writing committees of Con
gress should consider setting up a new 
tax structure for U.S. automobile man
ufacturers. The aim of the change 
would be to allow the American firms 
to compete on an equal footing with 
Japanese and European car manufac
turers. 

McCammon, Ford's vice president for 
corporate strategy and analysis, is op
posed to organized labor's current push 
for passage of a domestic content bill. 
PHOTO FORD MOTOR COMPANY 

David McCammon: He favors excise taxes 
on car sales, with rebates to U.S. firms. 
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Such a bill would mandate that as much 
as 90 percent of each car sold in Ameri
ca be built with U.S. parts and labor. 

Like many others in the U.S. automo
tive industry, McCammon thinks that in 
the long run a domestic content bill 
could cost more U.S. jobs than it saved, 
since retaliatory trade barriers might 
be imposed on American exports by 
other nations. 

McCammon endorses a plan similar 
to one suggested by John J. Nevin, 
board chairman of the Firestone Tire & 
Rubber Company. Nevin says the Unit
ed States should impose excise taxes of 
17.5 to 22.5 percent on all cars sold in 
this country—with those taxes rebated 
to domestic manufacturers. 

Such a tax, says McCammon, "would 
give our country parity with the Japa
nese commodity tax and similar levies 
imposed by Common Market nations." 

A Teacher Shortage 
That Threatens Growth 

Serious shortages of U.S. high school 
teachers of chemistry, math and phys
ics in at least 38 states threaten to leave 
America well behind Japan, Germany 
and Russia in the education of the sci

entists and engineers needed for busi
ness growth. That is one major finding 
of a blue-ribbon National Research 
Council panel, which spent 18 months 
looking into America's long-range 
needs in the highly competitive world 
market in technology. 

In a 55-page report, the panel of dis
tinguished corporate, academic and 
public figures told the Senate Finance 
Committee that traditional U.S. leader
ship in technology has been slipping 
steadily for 10 years. 

One solution, says the panel, is to 
establish a cabinet-level committee to 
oversee and coordinate the nation's in
ternational trade policies. The policies 
affecting technological innovation are 
fragmented, panelists complain, be
cause federal agencies are not commu
nicating with each other. 

On a grass-roots level, the panel 
says, local school boards have to lure 
science teachers back to the classroom 
again. Already, the report warns, U.S. 
high" school graduates are inferior to 
their counterparts in Japan, Germany 
and Russia in understanding science 
and technology. 

A sure sign of trouble ahead: In May 
Georgetown University in Washington 
dropped its graduate physics programs 
due to lack of student interest. 
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Now you can 
have the first and last word 

in beepers. 
There's never been a 

beeper like it! The all-new 
Alphanumeric CONTACT 
BeeperSM actually prints out 
your messages, of up to 80 
letters and numbers. 

With the newAlphanu 
meric CONTACT BeeperSM, 
you'll get important infor
mation you need - contract 
specifications, price quotes, 
schedule changes-wher-
ever you happen to be. 
You can check prod
uct availabil- / \ 
ity while in L! ^ 

a client's office. And you can 
receive the latest profit report 
right at the conference table. 

What's more, the revo
lutionary Alphanumeric 
Beeper relays messages at 
your convenience. Its remark

able memory stores up to four 
messages which can be re
displayed at the touch of a 
button. 

The Alphanumeric CON
TACT BeeperSM comes with 
other convenient features, in
cluding tone-alert. And we 
personally service every 
CONTACT BeeperSM ourselves. 

Count on the remarkable 
Alphanumeric CONTACT 

^j^ BeeperSM to give you 
every important word 
of your message-the 
minute you need it. 

encan 
Telephone Service, Inc. 
L (202) 333-1150 (301) 539-1300 

Rock Spring Drive 200 E. Lexington St. Suite 1600 
Bethesda, MD 20817 Baltimore, MD 21202 



"If I had the money to 
invest at this point, I would 

invest it in Michigan? 
According to Dr. David Birch, one of the nations 

foremost experts on U.S. business trends, the growth indus
tries of the future are in the world of small knowledge-
based service businesses. And Michigan offers a great number 
of opportunities to such firms. 

His sentiments are echoed by the actions of the many 
businesses that have already selected Michigan as 
the premier site for growth. 

As Dr. Birch points out,".. the small 
business group in Michigan is a very, 
very active group. This segment in 
Michigan has created one-and-a-half 
jobs for every job that larger-sized 
businesses created. In fact, manu
facturers with 20 or fewer 
employees are still growing 
and booming in Michigan!' 

One big reason is our 
educational system. With 
schools such as the Univer
sity of Michigan, Michigan 
State University, Wayne State 
University, and Michigan 
Technological University, 
we're home to four of 
America's national research 
universities. 

"Michigan has the 
university base to sustain 
that service growth^' says 
Dr. Birch. "I would expect 
to find Michigan in much the 
same strong position that 
Massachusetts is in today 
within the next five 
to eight years!' 

You'll be 
hard pressed 
to find anv 
state more 

committed to the future than Michigan. To make good on 
that commitment, we've made over $350 million in venture 
capital available from the state's retirement fund and devel
oped several new sources of debt capital. And we've set up 
three "Centers of Excellence" whose prime purpose is to 
serve as research and development resources for business. 

Together, the Industrial Technology Institute in 
Ann Arbor, the Molecular Biology Institute 

in East Lansing and the Metropolitan 
Center for High Technology in Detroit 
will be backed by initial funding 

commitments in excess of S100 
million from public and 

private sources. 
The long and short of 

it is this. The spirit of entre-
preneurship is alive, well, 
growing and most impor

tantly, welcome here 
If you want to 

increase your chances of 
success, take the advice 
of Dr. Birch, and talk to 
the pro-business profes

sionals in Michigan's 
Office of Economic 

Development. 
Then say yes 
to Michigan. 

— Dr. David Birch, Economist, 
Massachusetts Institute 
of Technology 
To find out more, call toll free: 
1-800-1 SAY YES (In Michigan: 

1-800-292-9544) or simply write 
on your business letterhead and mail to: 

Albert A. Bogdan, Director, Office of 
Economic Development, Michigan 

Department of Commerce, Dept. 03883, 
P.O. Box 30225, Lansing, MI 48909 
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Tbute never out of reach 
with a CONTACT Beeper. 

&m 

igital 
isplay 

Beeper. Alerts 
you with a beep. 
Then prints out 

t number to call 
*ie visual display 

_ en-size Beeper. New! 
Fits neatly into any A 

pocket or purse and A 

alerts you with A 
a beep.i 

s&stfsft l^VJn^r 1 ^ 
^ffll^ 

rJU' 

INTACT 
elecomputer. 
New! The first 

pocket-sized computer 
terminal! Lets you 
plug into a phone 
and "talk" with 
any major, main

frame computer. 

6500 Rock Spring Drive 
Bethesda, Maryland 20817 

(202)333-1150 

ierican Radio/ 
tone Service, Inc. 

200 E. Lexington Street 400 Gresham Drive 
Suite 1600 Baltimore, Maryland 21202 Norfolk, Virginia 23507 

(301) 539-1300 (804) 627 4549 
Not all products available in all areas. 



WERE YOU READY 

•ftV\\\V 

W H E N TOMORROW DAWNED? 
If you are a governmental or business leader 
responsible for planning and executing complex 
defense, civil, or commercial programs in this 
complex world of ours, we may have bad news. 
For many systems and programs, the future got 
here early. Events outraced timetables. "Tomorrow" 
came and went. 

Major problems arose in national defense, com
munications, energy, transportation, and other 
sectors of public policy and private endeavor. De
lays. Overruns. Missed targets. Corrective measures 
that failed to measure up. If any of this happened 
to you, that's another good reason to seek BDM's 
help before it happens again. 

Why BDM? BDM provides a wide range of 
advanced professional and technical services to 
help you outwit tomorrow and outthink its chal
lenges. We perform research, analyses, tests, and 
experimentation, we solve problems, and we design 
and integrate systems and programs for govern
mental and industrial clients throughout the world. 

It's commonly said that there is never time to 
do something right, but there's always time to do 
it over. BDM will help you do it right the first 
time, each time . . . on time. Start meeting tomor
row on your terms. Write: BDM International, Inc., 
7915Jones Branch Drive, McLean, Virginia 22102. 
Phone (703) 821-5000. Telex 901103. 

MANAGING THE 
COURSE OF CHANGE son CHANGING THE COURSE 

OF MANAGEMENT 



I 

itector 

Characteristic of an 18th Century English Sheraton 
design, this 72" round conference table of select mahog
any veneers is banded with satinwood and inlaid with 
rosewood. It is appropriate for seating six to ten. 

Contract Division 

! • 

For a copy of our brochure, attach your business card to this ad and send to: 

„ ^INTERIORS!. 
, LTD. OF McLEAN.BETHESDA&ANNAPOLIS f 

4733 Bethesda Ave . Bethesdi. Md 20014 (301) 656-9324 • 14 Annapolis St Annapolis Md 21401 <30lJ 263-5691 • 1366 Chain Bridge Rd . McLean, Va 22101 (703) 556-8656 
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FROM THE 
MASTER OF THRIFT... 

FRANKLIN 
E 

Personal Computer 
$ $ $ 

The sensational Franklin ACE 1000 works with 
software and accessories that are compatible with 
the popular Apple" II computer. You have your choice 
of displays, printers and disks from hundreds of 
manufacturers. And you can select from literally 

thousands of software packages—word processing, cash 
flow, spread sheets, educational tools, even games. 

The Franklin ACE 1000 has other advantages—like a 
keyboard that anyone can use because it's arranged just 
like a full size typewriter. And a separate group of numeric 
keys, arranged like a calculator, that makes it faster and 
easier to enter numeric data. 

The performance, versatility and value of the ACE 1000 has 
made Franklin Computer 
Corporation one of the ^ ^ ^ ^ ^ ^ ^ ^ 
fastest growing companies ^ fei&i*1 • 
in the country. There are 

now 900 Franklin dealers 
trained and equipped 
to provide both sales 
and service. Visit 
one near you. 

Franklin ACE is a trademark of Franklin Computer Corporation. 
Apple Is a registered trademark of Apple Computer Inc. 

FRANKLIN 
COMPUTER CORPORATION 

2138 Route 38 
Cherry Hill, NJ 08002 
Telephone: 609-482-5900 
Telex: 837-385 



READ WHAT BUSINESS PEOPLE 
. ARE SAYING ABOUT 
AMERICA'S BEST-SELLING PAPERBACK. 

"I have just one store,but the book 
gives me some of the 

best locations in town!' 

Tf&smwmtmwAwm»'V<wms!8b 

"The book brings me a lot of traffic. That's why I'm big on it, 
and getting even bigger next year!' 

"It's the 
foundation 

my masonry 
business!' 

SI 1 *•• 

ill 
Marl S H 

F 1 

"Without reservation, the book 
sells my restaurant magnificently 
After all, I helped write it!' 

"The red ink has 
helped our business 

stay in the black!^ 

It's the Yellow Pages, America's most valuable self-help book.And there are lots 
°f ways to make it a bestseller for you. Add red and get more readers. Make your 
business grow with different headings. Add more books to reach more people. Or 
you can make your ad work better by making it bigger. 

More than 150 million people turn to America's best-selling 
Paperback more than 5 billion times a year. Use it for all it's worth. \ 

Bell 
System 
Yellow 
Pages 

C&P Telephone 
WASH/E/9 



David R. Wilson 
President & Treasurer 

Personal Economics Securities, Corp. 
New York, N.Y. 

«w I've had rich 
Scotch, and I've had 
poor Scotch. 
Believe me rich is 

better." 
IfoCHERS 

HIGHLAND C R E A M 

ft rfcct ion of Blended 

SCOTCH WHISKY 
•Jii&ianipiam con/, i 

• Teacher's Scotch. 
Rich is better. 
TEACHER'S* IS A REGISTERED TRADEMARK OF WM. TEACHER & .SOW LTD H I'ROOI- HI EM) ED SCOTCH WHISK Y t UU RACARDIIMPORTS, INC., MIAMI, II. AM) NEW YORK, W* 
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OUTLOOK ECONOMY 

The Budget Act May Get an Overhaul 
Pressures for major revisions in the 

congressional budget process are virtu
ally certain in the wake of this year's 
long impasse. 

Expected are conflicting proposals 
for both strengthening and weakening 
the Congressional Budget Reform Act 
of 1974. 

That historic legislation established 
for the first time a procedure by which 
the annual federal budget was to be 
considered in terms of total spending 
and total revenues. Previously, Con
gress had processed 13 separate appro
priations bills each year without refer
ence to a bottom line or to whether 
there was sufficient revenue to finance 
all the anticipated spending. 

Under the reform act, newly created 
budget committees were given author-

days late the next year and 86 days late 
the following year. Last year, the pre
liminary resolution was enacted 39 days 
late and was given binding status be
cause it was questionable whether Con
gress would ever get around to a sec
ond resolution. 

Hopes that dealing with total spend
ing figures would be an incentive to 
budget restraint have also failed to ma
terialize: Federal outlays accounted for 
19.5 percent of the gross national prod
uct when the budget reform act was 
passed in 1974; they now stand at 25.2 
percent. 

Reforms proposed by those seeking 
to strengthen the act include use of a 
single, binding resolution each year, a 
two-year budget cycle in place of the 
present one-year system and inclusion 

PHOTO DAVID VALOCZ 

Chairman Pete Domenici (right) and senior Democrat Lawton Chiles of the Senate 
Budget Committee would have major roles in revisions of the budget reform act. 

•ty to deal with aggregate spending and 
Avenues. 

The law required that a preliminary 
budget resolution be enacted by May 15 
and a final, binding resolution by 
September 15, two weeks before the 
scheduled start of a new fiscal year. 
Although committees that had tradi
tionally set spending levels in specific 
areas were retained, the budget act 
c°ntained provisions to force them to 
comply with mandates in the budget 
^solutions. 

Implementation of the budget act has 
P'sappointed supporters who had hoped 
't would assure orderly consideration of 
Racal decisions and slow the increase of 
federal spending. 

The schedule for action was observed 
*air]y well in the first few years, but 
went awry in late 1979. The second res
olution was 74 days late that year, 66 
N A T I O N ' S BUSINESS • J U N I L988 

in the budget of the vast array of feder
al credit programs not now considered 
part of the annual fiscal policy process. 

On the other hand, there are reports 
that chairmen of long-established com
mittees of Congress see the present 
problems surrounding the budget pro
cess as an opportunity for them to re
gain power they lost when the reform 
act was adopted. 

Productivity Gains: 
Are They Illusory? 

Recent U.S. gains in productivity 
"should not lull us into a false sense of 
security," the Committee for Economic 
Development says in calling for steps 
to bring about permanent gains. 

Describing increases of the past few 
months as "probably a temporary phe
nomenon that can be expected during 

the early stages of an economic recov
ery," the CED report says the slow
down in productivity growth that began 
during the 1970s is "still cause for seri
ous concern." 

The study was prepared by the Re
search and Policy Committee of CED, a 
research and educational organization 
of 200 top business executives and edu
cators. It says: 

"In the long run, productivity im
provement is inextricably tied to pri
vate enterprise, the driving force of 
which—entrepreneurship—provides 
the willingness to venture onto un
charted paths." 

The committee notes that the nations 
with the highest productivity gains rely 
on market mechanisms and that none 
has a centrally directed economy or an 
industrial base that is predominantly 
nationalized. 

CED recommendations for improving 
productivity include actions by govern
ment to: 

• Remove impediments to saving and 
investment. 

• Reduce inefficient regulatory re
straints. 

• Lessen inhibitions to movement of 
capital, labor and other resources to
ward the most promising prospects for 
productivity growth. 

• Create a climate that encourages 
entrepreneurial initiative for increased 
productivity. 

• Support basic research to preserve 
U.S. technological leadership. 

The Spending Trend 
Is Toward Services 

If present trends continue, Ameri
cans will spend more on services than 
on goods this year for the first time in 
the nation's history. 

The gap has been narrowing in re
cent years. Personal consumption ex
penditures in 1981 were $961 billion for 
goods and $874 billion for services. The 
1982 totals were $1.04 trillion and $966 
billion, respectively. 

Current figures from the Commerce 
Department's bureau of economic anal
ysis show goods and services each run
ning at an annual rate of $1.03 trillion. 

Bureau reports over the next few-
months are expected to show the annu
al rate of expenditures on services pull
ing ahead of that for goods. 

Inflation's toll on purchasing power 
over the past decade is evident in the 
same report by the economic analysis 
bureau. While total personal consump
tion expenditures are running at an an
nual rate of more than $2 trillion, that 
figure expressed in constant 1972 dol
lars is $972 billion, well under half the 
current-dollar total. 
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SOVIET 
SPIES: 

Your Firm Could Be 
Their Next Target 

A "sophisticated assault" 
on U.S. business is under way. 
Both the country and individual 

companies have much at stake. 

SEVERAL YEARS AGO, a group of Sovi
et specialists in aeronautics was 

taken on a State Department-sponsored 
tour of three American plane factories. 
The Russians visited plants operated by 
Lockheed, Boeing and McDonnell-
Douglas—all major defense contrac
tors. 

At one plant, in Burbank, Calif., 
Lockheed was manufacturing the L-
1011 commercial wide-body plane. The 
Russians were kept far away from sen
sitive defense facilities at the same 
plant; however, there seemed no harm 
in showing them how a civilian aircraft 
was made. 

But the Soviet visitors had their own 
reasons for being interested in the 
L-1011. It was a big, lightweight plane 
that could carry large numbers of peo
ple at a high speed. The Russians had 
not figured out how to make such a 
plane themselves. 

The specialists visiting the Lockheed 
plant were wearing shoes with adhesive 
soles. Metal particles picked up on the 
soles at the plant (and at the other two 
plants as well) were later analyzed in a 
Moscow laboratory. From that analysis, 
the Soviets learned enough about jum
bo-jet metallurgy to build bigger and 
faster troop- and cargo-carrying air
craft. 

An Eastern European revealed that 
bit of Soviet trickery in 1981, after de
fecting to the West. The sticky-shoes 

22 

By Henry Eason 

episode is just one exam
ple of what American in
telligence officials say is a 
mounting Soviet cam
paign to spy on the Ameri
can businesses that give 
the United States its edge 
over the Russians in mili
tary technology. 

The Soviet campaign is 
putting an enormous 
strain on American counterespionage 
resources, at a time when President 
Reagan's defense buildup is bringing 
more companies of all sizes into de
fense-related activities. Many of these 
businesses have never thought of them
selves as potential targets of Commu
nist spies. 

Over 3,000 officials from Communist 
countries—about 35 percent of them 
spies—work out of 180 offices in the 
United States, according to the Federal 
Bureau of Investigation. Also, many of 
the thousands of tourists, students and 
trade representatives who come from 
Communist nations each year to the 
United States actually are on intelli
gence-gathering missions. 

FBI Director William Webster said 
recently, "I do not think there's been 
another time in our history when our 
country has been under such a sophisti
cated espionage assault." 

Despite the United States' "very ag
gressive campaign" to foil spy opera-

"The Soviet KGB spy manual says Americans can be 
bought," says FBI counterintelligence chief Edward 
O'Malley. "Unfortunately, that's quite accurate." 

tions, says Edward O'Malley, head of 
the FBI's counterintelligence division, 
"we have manpower problems. There 
are more Communist officials here than 
there are FBI people engaged in coun
terintelligence." 

I N APRIL Soviet espionage plots were 
uncovered in France, the United 

States and Australia. French authori
ties expelled 47 Soviet diplomats found 
trying to steal military secrets; three 
diplomats were expelled by American 
authorities and one by the Australians. 
Observers say the expulsions reflect 
more the dramatic upswing in Soviet 
spying than improved Western counter
intelligence. 

"U.S. counterintelligence efforts are 
stretched thin," the Central Intelli
gence Agency warned in a recent 
report. "It appears that Western indus
trial security—both defense and com
mercial—will be severely tested by the 

Soviet intelligence services and their 
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FBI agents believe that this hollow 16-inch statuette was used by a Polish 
intelligence officer to conceal film of Hughes Aircraft designs for fighter 
Plane radar. The designs were sold to the Pole by an American in 1981. 

surrogates among the Eastern Europe
an satellites during the 1980s." 

Soviet-bloc spies in the United States 
have targeted the 12,000 or more com
panies working on defense contracts, 
the thousands of defense subcontrac
tors and other companies whose high-
technology products could be put to 
military uses. Most defense contractors 
a re small or medium-sized and have 
J^odest security programs. Some of the 
high-tech firms have no security pro
grams at all. 

More than 1 million people work on 
classified, secret or top secret defense 
Projects for the government. Recruit-
!ng agents from this vast pool of people 
ls a favored method of Soviet spies. 

The Pentagon's Defense Investiga
t e Service, which clears all employes 
working on military projects, is strug-
p n g With a huge backlog. DIS Direc
tor Thomas O'Brien's 1,153 overworked 
agents will make 181,000 clearance in
vestigations and reinvestigations this 
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year—"a tremendous workload," says 
O'Brien. DIS has melted last year's 
backlog of 84,000 cases down to 36,000, 
but critics say the agency cut corners to 
reduce the backlog. 

DIS "is sacrificing a lot of quality in 
its investigations in order to catch up," 
complains David Martin, who recently 
completed a Heritage Foundation-spon
sored study that warns of a govern
ment-wide security problem. 

In the past DIS conducted "full field" 
investigations during which neighbors, 
co-workers and acquaintances of an ap
plicant for a defense job were inter
viewed. With its heavy workload, the 
agency now interviews the candidates 
and does record checks instead of more 
extensive checking, although it hopes 
to reduce its backlog further and re
sume more detailed reviews this sum
mer. O'Brien says the present method 
makes better use of an investigator's 
time and is sound but not foolproof. 

Critics have insisted that defense 

The Soviet Embassy in Washington, 
bristling with rooftop gadgetry, is the 
command center for thousands of agents. 

workers should be reinvestigated after 
their initial security check to determine 
whether changes in their personal lives 
might make them more vulnerable to 
the overtures of Soviet spies. DIS be
gan performing reinvestigations in 
April, but its backlog is huge. 

T HE FEAR that employes could be 
lured by Soviet intelligence agents 

permeates even the more heavily se
cured defense firms, like Lockheed's 
Missiles and Space Company, of Sunny
vale, Calif., which makes Trident sub
marine-launched nuclear missiles and is 
researching the kind of laser weaponry 
that President Reagan says is needed 
for future antiballistic missiles. 

James Fitch, director of Lockheed's 
400-person security force at Sunnyvale, 
says, "There are probably espionage at
tempts all the time. It could happen to 
me this afternoon, or maybe it's hap
pening already and I don't know it." 

California, with its string of defense 
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A technician adjusts the boresight of a 
laser rangefinder used on the XM1 tank— 
the kind of technology Soviet spies covet. 

factories and high-tech firms running 
from San Diego to the "Silicon Valley" 
south of San Francisco, has become the 
happy hunting ground of the Soviet 
KGB, which controls all Warsaw Pact 
nations' spy services. 

The KGB scored two of its biggest 
victories in the Los Angeles area. Chris
topher John Boyce stole highly sensi
tive satellite technology from TRW in 
1977 and sold it to the Russians, and 
William Holden Bell funneled Hughes 
Aircraft designs for fighter plane radar 
to a Polish intelligence officer in 1981. 
The two Americans were eventually 

caught, but not before they had seri
ously compromised advanced American 
weapons. 

"Boyce and Bell" has become a cry 
equivalent to "Remember the Alamo!" 
for United States intelligence officers 
and plant security chiefs. They are 
working hard to prevent similar cases, 
but the odds are stacked against them. 
Soviet bloc spies are on the offensive: 
They recruit individuals, they gather 
useful material from public documents 
and seminars, and they make illegal 
purchases of militarily significant 
goods through middlemen. 

COMMUNIST SPIES are focusing in
creasingly on individuals, especial

ly those who work for small companies 
with lower awareness of security. They 
move into the lives of these people, 
showing a chameleon's ability to adapt. 

O'Malley, the top FBI spy catcher— 
he is the real-life U.S. equivalent of 
British novelist John le Carry's George 
Smiley—sheds some light on how the 
Soviets operate: 

"The Russian that the American 
meets today is not a 5-foot-2-inch-wide, 
5-foot-2-inch-tall man wearing a baggy 
suit with a long beard and unable to 
speak English very well. No, this is a 
very suave, eloquent individual, who 
speaks English almost flawlessly. He is 

dressed very casually in a modish leath
er jacket with jeans and a cowboy hat, 
or he might look like he has just come 
from the 18th green at Burning Tree [a 
Washington country club]. 

"He knows the American is wary, so 
he will portray himself as an individual, 
rather than as a Soviet. He may even 
bitterly criticize his own country. The 
American thinks: 'He's not such a bad 
fellow. He's not trying to coerce me. 
He's a nice man. So what if he takes me 
out to lunch?' The Russian will try to 
cultivate the American socially. If that 
American is a New York Mets fan, I 
guarantee you that within a short time 
that Soviet will know more about the 
Mets than he does." 

The Russian's objective, O'Malley 
says, is to move subtly from a casual 
business meeting to a recreational and 
even family relationship. The psycho
logically trained Soviet intelligence offi
cer wants to get beyond the target's 
professional and social personality to 
what O'Malley calls his "third personal
ity," his inner self. The KGB is very 
patient in burrowing toward this goal, 
he says. 

Bell, a 30-year Hughes employe, was 
cultivated in this fashion by a spy pos
ing as a Polish trading company offi
cial. The Pole moved into Bell's apart
ment complex. Their families became 

A Guide to Guarding Military Secrets 
Tens of thousands of American 

companies are doing business in de
fense and defense-related fields, and 
several thousand intelligence offi
cers from Soviet bloc and Soviet-in
fluenced nations and China are be
lieved to be spying on them. 

According to a Central Intelligence 
Agency assessment, "Security pro
vided by commercial firms is no 
match for the human penetration op
erations of foreign intelligence ser
vices." Federal Bureau of Investiga
tion Director William Webster calls 
on American business to take stron
ger steps to protect itself. 

Here are some guidelines govern
ment agencies offer for better pro
tection against espionage. American 
business people should be aware 
that: 

• Scrimping on security programs 
could be penny-wise and dollar-fool
ish. More comprehensive antispy 
educational programs are needed, 
especially in small companies, which 
are often at the forefront of new 
technology and are more vulnerable 
to Soviet penetration than major de
fense contractors with well-devel
oped security departments. 

• Spy operations are not confined 

to Washington, New York and Cali
fornia. FBI officials say espionage 
nests have been formed in almost 
200 locations. 

• You could be doing business un
knowingly with a firm whose main 
goal is illegal acquisition of your 
goods and services. Just because a 
company is chartered to operate in 
the United States, do not assume 
that it has been sanctioned by the 
government. 

• Soviet bloc spy services have 
been making increasing use of indi
viduals and companies with no direct 
links to Communist countries— 
"open brokers" who act as middle
men. 

• American companies are being 
urged by the government to more 
thoroughly check firms with which 
they deal. This warning applies par
ticularly to companies whose prod
ucts are not restricted for sale but 
could have military applications. 

• "Human assets"—Americans 
who understand sensitive defense 
systems and can steal what the Sovi
ets cannot obtain in an open environ
ment—are believed to be of primary 
interest to the KGB, the Soviet spy 
service. Even custodial workers who 

might have access to carbon sheets, 
typewriter ribbons and discarded 
drafts of vital reports can be impor
tant to the KGB. The best approach, 
according to the FBI, is for employ
ers to discourage their employes 
from having social relations with 
anyone suspected of spying. 

• Soviet bloc countries are partic
ularly interested in the following 
types of American industrial activi
ty: computers, semiconductors, com
munications, transportation, lasers 
and optics, nuclear physics, microbi
ology, chemistry and energy, as well 
as defense. 

For further information on espio
nage methods and on products the 
government believes the Soviets de
sire, contact: Arms Licensing Divi
sion, Office of Munitions Control, 
U.S. State Department, Washington, 
D.C. 20420, (202) 235-9761; or Export
ers Service Staff, Office of Export 
Administration, U.S. Commerce De
partment, Washington, D.C. 20230, 
(202) 377-4811. For a copy of the CIA 
report, "Soviet Acquisition of West
ern Technology," write: Defense In
dustrial Security Institute, Security 
Awareness Division, c/o DGSC, 
Richmond, Va. 23297. 
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How the KGB Spins Its Web 
This is a composite KGB opera
tion, based on interviews with Fed
eral Bureau of Investigation and 
Defense Department counterintel
ligence officers and on material 
provided by them. 

A Detroit-based Hungarian im
porter and his wife make friends 
with an American tank manufactur
ing engineer and his wife at a recep
tion after a symphony concert. The 
Americans find the Hungarians en
tertaining and are delighted to be 
invited to dinner the following week
end. At a jazz bar after the dinner, 
the Hungarian's wife notices that 
the American man is boastful but 
guarded about his work. 

The importer, a spy under indirect 
control of the KGB (the Soviet intel
ligence service), reports the meeting 
to his superiors. After a strong show 
of interest by Soviet military intelli
gence, the KGB orders the Hungar
ian to develop his budding relation
ship with the American. 

Over the next few months, always 
careful not to inquire about the 

American's work, the Hungarians 
cultivate a purely personal relation
ship with the Detroiters. One eve
ning, after a number of cocktails, 
the apparently drunk Hungarian 
curses his Communist overlords. 

He and the American engineer, 
now fast and trusting friends, go 
sailing one afternoon, and the Amer
ican confesses he has an expensive 
young mistress who is squeezing his 
pocketbook and hinting that she may 
leave him if he is not more generous. 
He is worried that he cannot cover 
his debts much longer. 

Later, at a Detroit Lions game, the 
Hungarian introduces the American 
to a friend, a "false flag" East Ger
man who is posing as a West German 
defense consultant. The second rela
tionship flourishes. The German of
fers to hire the American in the near 
future. His firm, he says, has a regu
lar relationship with a West German 
armaments maker. The job would 
pay 50 percent more than the Ameri
can is now making. But the German 
firm wants to see some samples of 
the American's work. 

The American cannot do much 
checking on the German without 
arousing suspicion. He smuggles out 
some of his engineering designs but 
gives the German no top secret ma
terial. The German appears satisfied 
but reports back later that execu
tives at his firm must see more elab
orate work, a better taste of the 
American talent they are about to 
hire. The American has already ad
justed himself to his anticipated 
higher salary and has, indeed, ac
cepted a small part of it against fu
ture wages. 

Pondering his dilemma late at 
night in his office, he has second 
thoughts, even though he believes 
he may already have violated some 
federal law. Sighing wearily, he 
phones the local FBI office. 

Then, working with his own gov
ernment, the American allows him
self to be drawn deeper into the web, 
until one morning an FBI intelli
gence division squad arrests the 
Hungarian, the East German and 
their accomplices. 

Since they are not accredited dip
lomats, who have immunity, they all 
go to jail under the Espionage Act. 

fast friends. They played tennis. When 
the Internal Revenue Service began 
Pressuring Bell for back taxes and he 
was sapped by other financial demands, 
the Pole discreetly gave him money, 
then more money, until he had passed 
Bell a total of $170,000. 

Greed, experts say, is what usually 
motivates the American turncoat today. 
The Soviets rarely attempt to persuade 
an American to accept Marxist doc
trine, as they once frequently did. The 
KGB manual preaches using capitalism 
°n the capitalist, O'Malley says. 

W ITH ITS RESOURCES strained, the 
government cannot operate ef

fectively unless employes approached 
hy foreign spies report immediately to 
the FBI or their security officers. Flirt
ing with the KGB, says one FBI agent, 
)s like being an amateur snake charmer: 
Once you get the cobra to come out of 

the basket, then what do you do?" 
"It's amazing how people get in-

volved in these things and don't realize 
ghat's happening," says Robert Gast 
*fi head of the FBI's San Francisco of-
flce, the chief counterespionage center 
, n the Silicon Valley area. 

Gast adds: "I am concerned about the 
smaller companies, the emerging ones, 
where a couple of guys leave one of the 
major companies with a new idea. Secu-
n t y is one of the last things the smaller 
^0mpanies will go for, because it 
d°esn't, to be trite, go to the bottom line. 
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It's expensive, and you don't see any 
cost benefits from it. Some of those 
small companies are on the cutting edge 
of technology and are certainly targets 
for the Soviet intelligence services." 

Sen. Sam Nunn (D-Ga.), under whose 
leadership the Senate Permanent Sub
committee on Investigations last year 
spotlighted the drain of American tech
nology—through a variety of con
duits—to the Soviet Union, says the pri
vate sector has to get more involved in 
fighting Soviet spying. He suggests 
that defense contracts should require 
extensive anti-spy educational pro
grams that will free hard-pressed fed
eral agents for more field work. 

American companies can lose their 
defense contracts—with the U.S. gov
ernment and allied governments—if se
rious security breaches occur. But com
bating espionage is not easy for 
business, whose primary goals are to 
produce goods and services and make a 
profit. Often the federal government's 
myriad, confusing regulations govern
ing defense goods' production and sale 
leave the businessman "concerned, con
fused and perplexed," says George Mo-
zingo, who runs an FBI program for 
development of counterintelligence 
awareness in the San Francisco area. 
"The businessman is caught in the mid
dle," he says, "between selling prod
ucts and helping national security." 

John Shea, president of Technology 
Analysis Group, Inc., which performs 

security evaluations 
of semiconductor 
firms for the Penta
gon and the Central 
Intelligence Agen
cy, says, "Most 
firms are more con
cerned about wheth
er a competitor 
steals from them 
than whether the 
Soviet bloc is laying 
hands on their prod
ucts." 

Zilog, a San Jose 
computer systems 
firm that produces 
some militarily use
ful wares, cannot 
vouch for the ulti
mate purchasers of 
goods it sells 
through distributors, says President 
Frank deWeeger. 

"We are powerless to come to grips 
with it," deWeeger says. "We try to 
comply with the laws, but you can't 
screen every order that comes in." 

If the United States and the Soviet 
Union or their allies ever clash on a 
battlefield, the outcome will depend on 
the quality of weapons. For now, the 
combat is taking place in the shadowy 
world of defense industrial espionage. 
There, the Soviets are making gains in 
quality that enhance the edge they al
ready have in numbers. • 
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Should 
Gender 

Affect 
Pensions? 

Women live longer, but 
there are moves to ban 
distinctions in benefits. 

By Mary-Margaret Wantuck 

T HE ISSUE is one of individual rights 
and fair treatment," in the view of 

the Women's Equity Action League. 
But the insurance industry, in a study 
released jointly by six industry groups, 
says, "There is nothing unfair about a 
classification system that accurately re
flects the expected costs of insuring the 
members of a class." 

Those opposing views center on one 
of the most significant business issues 
in Washington today: Should the insur
ance industry be prohibited from using 
gender-based actuarial tables in deter
mining rates and benefits? 

One of the most critical aspects of 
the question deals with pensions, spe
cifically those situations in which a 
woman receives a smaller monthly pen
sion than a man on the assumption that 
she will live longer and benefits will be 
equal over the long run. 

Legislation now pending in Congress 
would eliminate such sex distinctions, 
regardless of life expectancy as shown 
by actuarial tables. The estimated cost 
of implementing such legislation runs 
well into the billion-dollar-plus range. 
The actual amount would depend large
ly on whether the final legislation af
fected existing plans and on how bene
fit levels would be adjusted. 

But the long-range impact could be 
felt in far more than higher pension 
costs. The pension legislation is part of 
a broader movement to eliminate the 
use of sex differences in all other types 
of insurance—life, auto, health and dis
ability. That movement is, in turn, part 
of a still larger effort by women em
phasizing economic issues of concern to 
themselves. 

The pension issue, which is providing 
the legislative focal point, is particular
ly thorny because pension plans that 
employers offer are not—and legally 
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The President has delayed 
on a pension bill because 
the issue is so complex, 
says T. Timothy Ryan of 
the Labor Department. 

If the U.S. Supreme Court 
rules in her favor, Arizona 

state worker Nathalie Norris 
(right) would not get less 

monthly than her male peers. 

cannot be—discriminatory 
in themselves. 

In 1978 the Supreme 
Court ruled, in the case of 
Los Angeles vs. Manhart, 
that the Civil Rights Act 
bars employers from re
quiring women to pay 
more than men into a pen
sion plan if they wish to 
receive the same retire
ment benefits. Employers 
must treat their employes 
as individuals, the Court 
said, not as members of 
groups with predictable 
characteristics. 

The current controversy has arisen 
over how employes choose to receive 
their pension benefits after they retire. 
This is where sex-based tables are used, 
and this is where it matters that wom
en, as a group, live an average of near
ly eight years longer than men. 

Suppose that a man and a woman 
have identical work histories and retire 
at the same time; if they elect to receive 
their pension benefits in a lump sum, 
each will receive the same amount. But 
if the woman uses that lump sum to 
buy a life annuity, she will receive less 
each month than her male counterpart 
will if he buys the same policy, because 
she is expected to live longer. 

On the other hand, if a woman elects 

a joint survivor annuity option, she 
comes out ahead of her male co-work
ers. Women usually outlive their 
spouses, so not much money must be 
kept in reserve for a surviving hus
band. A married male worker receives 
less each month because money must 
be kept in reserve for his wife, who will 
probably survive him. 

Now the Supreme Court is consider
ing, in Arizona vs. Norris, whether 
such unequal outcomes are permissible. 

The state of Arizona for which Nath
alie Norris works, contributes the same 
amount for each employe to a pension 
fund. On retirement, an employe can 
choose among three options: take the 
money in a lump sum payment, have 
the money put into a fixed-term annuity 
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or have the state buy an annuity that 
pays a monthly stipend as long as the 
retiree lives. 

Norris selected the last option. The 
annuity is purchased through a private 
life insurance company, and the month
ly amount is based on sex mortality 
tables. As a result, Norris will receive 
$34 a month less than male retirees in 
otherwise identical positions. 

ONE QUESTION facing the Court is: 
Should employers be held ac

countable for providing fringe benefits 
that pay more to males than to females, 
if the offering merely reflects what is 
available in the market? The state's 
lawyer, John Endicott, contends that 
the "employer is not responsible for the 
fact that the market treats women dif
ferently from men." 

The case will probably be decided by 
late summer or early fall, and it will 
affect only employes of state and local 
governments and nonprofit institutions. 
But it has spurred members of Con
gress to introduce several bills aimed at 
eliminating sex as a classification not 
only in determining benefits under pri
vate pensions and annuities but also in 
computing premium rates for other 
kinds of insurance. (See page 28). 

The chief sponsors of these bills are 
Sens. Robert Packwood (R-Ore.) and 
Mark Hatfield (R-Ore.), with the Fair 
Insurance Practices Act; Sen. David 
Durenberger (R-Minn.), with the Eco
nomic Equity Act; and Rep. John Din-
gell (D-Mich.), with the Nondiscrimina
tion in Insurance Act. All these bills 
have broad support. 

Women's groups are also supporting 
Proposals that would acknowledge that 
women, as wives and mothers, make 
significant contributions toward a male 
employe's ability to earn wages. 

A bill sponsored by Sen. Robert Dole 
(R-Kans.) would: 

• Require written consent of both 
Participant and spouse to waive the sur
vivor annuity option. In 1978 more than 
60 percent of married male retirees 
Waived this option to avoid reductions 
ln their own lifetime annuities; their 
wives would thus receive no annuities if 
the husbands died first. 

• Make pensions a legitimate proper
ty right in divorce cases, with the 
courts empowered to split the proceeds 
between employe and spouse. 

• Lower the minimum age from 25 to 
*1 for participation in pension plans. 

• Require a 20-hour credit per week 
t°r up to one year of employer-approved 
paternity or paternity leave, provided 
tne worker returned to the job. 

President Reagan announced last 
January, in his State of the Union ad
dress, that he would submit legislation 
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Should only the benefits of future retirees like these be equalized? Or should 
present retirees be affected as well? And which benefits should be equalized? 

to remedy inequities arising from sex 
discrimination in pensions. He has not 
yet done so. 

Why the delay? Labor Department 
Solicitor T. Timothy Ryan says a strict
ly pension-oriented bill would be criti
cized on the ground that the adminis
tration was avoiding the insurance 
issue. But, Ryan says, the administra
tion may offer a pension bill anyway, 
"because we can address pension in
equalities competently, since Labor 
regulates pensions, and tell Congress 
that if it wants to go ahead with re
vamping other forms of insurance, we 
hope they know enough to make good 
sound policy decisions." 

Ryan cites three major questions 
clouding the effort to establish pension 
equity: 

• Whose benefits should be equal
ized, only future retirees' or present 
retirees' as well? 

• Which benefits must be equalized? 
The benefits of current employes that 
have already accrued because of past 
service, or only benefits accruing in the 
future? 

• How will the new benefit levels be 
set? Should payments be raised to the 
higher of the two existing levels or 
should the benefit level be set between 
the existing levels? 

Nondiscrimination bills introduced so 
far have retrospective as well as pro
spective provisions; employers would 
thus be forced to raise payments to 
many people who have already retired, 
even though these added benefits were 
never funded. 

The Department of Labor believes 
the cost of such retroactive payments 
would be $1.2 billion to $1.7 billion an
nually. The American Academy of Ac-

.5 bil-tuaries estimates the cost at 
lion. 

Retrospective legislation is strongly 
opposed by the insurance industry and 
business in general. "Whatever change 
we have should be prospective, just as 
with Social Security," says Michael Ro-
mig, manager of the human resources 
and employer benefits section at the 
U.S. Chamber of Commerce. 

Ryan agrees that a prospective plan 
would be the only fair one, since those 
employers funding pension plans "nev
er thought they were purposely dis
criminating against women with options 
that use sex-based mortality tables." 

BUT A PROSPECTIVE-ONLY BILL is, ac
cording to Judy Schub, director of 

public policy for the National Federa
tion of Business and Professional Wom
en, "not acceptable." She says "an aw
ful lot of women are going to be 
retiring in the near future" and would 
be excluded from reaping pension re
wards under a bill that affected only 
contracts written after the bill became 
law. 

Romig warns that the Packwood-Hat-
field and Dingell bills are "on fast 
tracks." To stall action somewhat, in
surers and business groups are work
ing to have the bills referred to more 
committees. "We need to have as much 
input as possible," Romig says, "with 
so much at stake." 

But subcommittee markups have al
ready been held, with full committee 
markups due soon on an issue that 
many observers say very few members 
of Congress are equipped to address. 

Ryan's assessment: "The train is 
leaving the station, but no one knows 
who is on board.'' • 
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The prospect of higher auto and life insurance rates for women should not alarm 
them, says Judy Schub, since women's current advantage over men is "marginal." 

W OMEN'S GROUPS con
demn insurers' use 

of sex-based tables when 
setting rates in health, 
disability and auto insur
ance. "If insurance is sup
posed to spread risks over 
a participating population, the industry 
can certainly develop non-sex-based 
rates and payments to reflect the expe
rience of the whole population," accord
ing to the National Federation of Busi
ness and Professional Women. 

Use other variables, the women's 
groups are telling insurers, suggesting 
smoking, occupation, geographic loca
tion and accident records. These are 
better rating factors for assessing lon
gevity, health and safety, they claim. 

The insurance industry disagrees. 
"Sex of the insurance applicant is one 
of the most valid predictors of claim 
costs," a recent report asserts. Besides, 
it continues, insurers do use other rat
ing factors beyond sex for auto insur
ance, including number of miles driven, 
the kind of car used, its age and wheth
er it is driven to and from work. 

"There are some fundamental differ
ences between men and women, and to 
ignore them entirely when they deal 
with economics is to sort of ignore reali
ty," notes Thomas O'Day, assistant 
vice president of the Alliance of Ameri
can Insurers. For instance, male driv
ers have two to three times more fatal 
accidents than female drivers, says the 
American Insurance Association. 

In the health and disability area, civil 
rights and women's organizations point 
to a 1976 North Carolina study that 
revealed women lose no more work 
time than men to "acute disabilities" 
and are less likely than men to be ab
sent from work because of heart trou
ble, arthritis or rheumatism. 

Despite these statistics, the study 

Women's Groups Ask 
Sex-Neutral Insurance 

found that a disability policy for five 
years with a 30-day elimination period 
"cost $497 for men and $763 for wom
en—54 percent more." 

Still, health insurers say sex cannot 
be eliminated as a rating factor, be
cause female-generated medical and 
hospital costs can be as much as 150 
percent of male-generated costs and fe
male disability income costs are as 
much as 200 percent of males' costs in 
some age categories. 

Sex-neutral treatment would also 
mean inflicting maternity coverage on 
males and single and older women, and 
that would be "ridiculous," says Jenni
fer Stockdale of the Health Insurance 
Association. 

Insurers maintain that sex-neutral 
coverage would victimize the 36 million 
workers who rely on individual health 
insurance and the millions more who 
are members of small group plans. An 
under-30 single person, male or female, 
buying individual insurance would pay 
an extra $250 without receiving any 
benefit. 

Small businesses would also be hurt. 
Adding maternity coverage to a small 
group plan could cost as much as $500 
per employe per year. This could cause 
small businesses to give up health cov
erage altogether, and it could also cre
ate a new disincentive to employ and 
insure women, insurers warn. 

Even though insurers claim women 
would have to pay 11 percent more at 
age 40 for life insurance and 37 percent 
more at age 20 for auto insurance, 
women's groups do not find this dis

turbing. Judy Schub of 
the National Federation of 
Business and Professional 
Women contends that the 
advantage that women 
now enjoy in premium 
rates for life insurance is 

no more than "marginal." 
As for a steep escalation in women's 

auto insurance rates, which insurers es
timate could range from $100 to $600 
per policy per year, Schub points to 
states that no longer permit gender-
based tables and says that women's 
rates have increased minimally. "If a 
young woman is a bad driver, she 
should not be allowed the benefit of 
lower rates. If a young man is a good 
driver, he should not have the detri
ment of a bad rating based solely on his 
sex," she says. 

SOME INSURERS agree that sex 
should not continue as a rating 

factor. Robert Freeman, Jr., president 
of Consumer United Insurance Compa
ny, of Washington, says current insur
ance practices are "no different than 
racial discrimination." The industry 
should use one mortality table for the 
whole country and then make adjust
ments as needed, he recommends. 

But the vast majority of insurers is 
not in favor of the nondiscrimination 
bills pending in Congress. The legisla
tion could bring "severe market disloca
tion depending on the mix of insurance 
products that an individual company of
fers, the particular state the company 
is in, how competitive the market is and 
how the regulatory environment stacks 
up," says O'Day of the Alliance of 
American Insurers. 

Most insurance industry groups ar
gue that Congress should legislate for 
pension equity and stay away from in
surance, which is state-regulated. 



Finally a copier for the most important 
person in my life, 

C anon 

To you, I'm Jack Klugman the Actor. 
To my agent, business manager, 
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They have copiers. Why shouldn't I? 
Now I can. A Canon Personal 

Cartridge copier. And it's so small, it's 
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Canon put the entire copying process
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for about 2,000 beautiful copies. On just 

about any kind of paper. Even labels and 
transparencies. 

And once the cartridge is used up, 
you just replace it. It's so simple to care 
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copies in black, brown, or blue. Just by 
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The Workers' Compensation Mess 
Employers' costs mushroom as this system to aid 

injured employes takes on new dimensions. 

By Peter A. Magowan 

N OT LONG AGO the im
pact of worker inju

ries as a cost of doing 
business was negligible. 
Claims were, for the most 
part, uncomplicated and 
relatively inexpensive. To
day they are often so com
plex as to tax a Solomon's 
judgment. And they ac
count for a substantial 
cost of doing business. 

In the past dozen years, 
for example, the annual 
cost of workers' compen
sation claims for Safeway 
Stores, Inc., in the United 
States has skyrocketed 
430 percent. This far out
strips Safeway's 40 per
cent gain in the number of 
employes—and its 25 per
cent increase in the num
ber of workers' compensa
tion claims—during the 
same period. 

Few will argue about 
the desirability of having 
a system that eliminates 
needless litigation and 
benefits those injured 
while making our econo
my work. But why the tre
mendous increase in 
costs? Let's look at some 
of the reasons. 

First, costs of every
thing the comp system 
pays for have exploded. 
Health care costs have 
been climbing at more 
than twice the inflation rate. About one 
third of compensation goes for medical 
benefits. 

In addition, cash benefits have risen 
dramatically, reaching nearly $10 bil
lion in 1980. One reason for the explo
sion in cash benefits is that 41 states 
and the District of Columbia provide 
for annual automatic adjustment of 
maximum weekly benefits based on the 
state average weekly wage. 

PETER A. MAGOWAN is chairman and 
chief executive officer of Safeway 
Stores, Inc. 
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Standard workers' compensation plans 
are run by the states. Federalization 

has been suggested, but costs of 
federally run programs have gone out 
of sight. The Longshoremen's Act and 

the Black Lung Benefits Act for coal 
miners provide examples of huge 
increases in employer payments. 

There is an obvious need to raise 
benefits to keep pace with inflation. 
But few realize the tremendous 
amounts that can be involved. 

Take a hypothetical example of a fed
eral government worker who is killed 
on the job and whose 42-year-old widow 
is eligible for Federal Employees' Com
pensation Act benefits. Let's assume 
that the worker's salary qualifies his 
survivor or survivors for the maximum 
weekly benefit—$910 in 1983—and that 
the wife does not remarry and lives 
another 35 years. Let's further assume 
a 7 percent inflation rate. At the end of 
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35 years she would be getting annual 
payments of over $500,000. Her total 
benefits at that time would have come 
to almost $6.5 million. 

Another pressure forcing costs up is 
"social inflation," a reflection of soci
ety's changing attitudes about right 
and wrong, about what one is entitled 
to and about what justifies a lawsuit. 
There has been a continuous arbitrary 
redefinition of the workers' compensa
tion system to provide broader benefits 
for more people. 

A state trooper in Maine who was on 
call 24 hours a day became severely 
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depressed. He claimed his sex life had 
deteriorated because he never knew 
when the phone would ring. The Maine 
Supreme Court approved the officer's 
claim for permanent total disability. 
(The attorney general asked the court 
to reconsider and then settled out of 
court for $5,000.) Or take the case in 
which the Michigan Supreme Court 
granted lifetime workers' compensation 
to a General Motors parts inspector 
who was considered a "compulsive per
fectionist." He suffered mental strain 
when assembly line workers persisted 
in installing parts he had labeled defec
tive. 

Finally, consider the case in which an 
employe at a workplace Christmas par
ty spiked the punch without his employ
er's knowledge and then enjoyed the 
fruits of his labor. On the way home he 
was involved in an accident that result
ed in assorted injuries. In California, 
where this occurred, intoxication is a 
bar to recovery of workers' compensa
tion. Nevertheless, it was ruled the ac
cident had occurred in the course and 
scope of his employment and was there
fore compensable. 

TODAY'S society expects and de
mands more from the workers' 

compensation system. There has been a 
radical departure from the original no-
fault concept introduced some 70 years 
ago. The avowed intent of providing 
fair and prompt replacement of eco
nomic loss to the employe without hav
ing to resort to the courts is gradually 
eroding. 

Cumulative injury and disability from 
job-related stress are gaining wide
spread acceptance as being compensa
ble. A 1978 study by the California 
Workers' Compensation Institute 
showed that in California, 7 out of 10 
cumulative injury claims involved back 
mjuries, heart and vascular conditions 
°r loss of hearing. These three causes, 
&11 closely related to the normal aging 
Process, accounted for more than 8 out 
°f 10 cumulative injury benefit dollars. 
One out of five claimants was already 
retired. 

To some degree, it appears, the comp 
system is being forced to pay not only 
for the results of normal aging but also 
f°r supplemental retirement benefits. 
Both are being inflated by legal ex
penses that the early framers of work-
e r s ' comp laws sought to avoid. 
. Occupational disease is fast becom-
l ng a major contributing factor to the 
porkers' compensation cost problem. It 
l s only fair for employers to compen
sate an employe who becomes disabled 
because of health hazards on the job. 
yut the system is being called on to 
P!ck up the tab for health problems only 
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Largest cause of workers' comp claims among Safeway Stores' 157,000 
employes is back trouble. The company has strikingly reduced back 
injuries through a voluntary program to strengthen muscles used in 
lifting. Featured exercise: A worker stands with back to a wall, heels 

12 inches from the wall. He slides to a sitting position and stays 
that way for two minutes. Here a warehouseman does the "wall slide" 

and lifts under the eyes of an exercise expert. 

M\ 

remotely related to occupation. If the 
trend continues, an entirely new cost 
dimension will be added to an already 
overburdened system. 

The real challenge is to distinguish 
diseases that are work-related from 
those that are not. This is not easy. 
There is widespread disagreement even 
among experts—doctors and scientists 
—as to which disabilities are work-re
lated. Unfortunately, some states are 
ignoring the problem rather than try
ing to solve it; considering everything 
compensable is much easier. 

Rehabilitation is another contribut
ing factor. It is fast gaining acceptance 
as part of an employer's moral, if not 
legal, responsibility. California, Michi
gan, Georgia, Oregon, Washington, 
Florida, Minnesota and Ohio are states 
with particularly active rehabilitation 
programs. 

If the injured employe cannot return 
to his or her former position, employers 
may be required to retrain the individ
ual in another occupation. During the 
retraining period, the employer is gen
erally obligated to make temporary dis
ability payments to the worker plus 
payments for tuition, training, tools, 
books, professional counseling services 
and whatever additional living ex
penses arise from the rehabilitation 
program. 

A study shows that at the end of 1980 
the California Rehabilitation Bureau 
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had over 22,000 active vocational reha
bilitation claims on file. In cases where 
claims were approved, the average cost 
was almost $7,000. Current costs un
doubtedly are much higher. 

Erosion of the "exclusive remedy 
doctrine" limiting employer liability for 
job-related disability is also a major 
problem. Courts in California, Ohio and 
West Virginia have allowed suits 
against employers in disability cases 
despite clear statutory provisions mak
ing employers liable only for workers' 
compensation payments. Courts in a 
few other states have allowed similar 
suits under more limited circumstances. 
Such decisions could open floodgates of 
litigation. They raise the possibility of 
doubled work injury costs for Califor
nia employers, who, at $3.18 per $100 of 
payroll, are already paying 25 percent 
more than the average U.S. employer 
($2.55). 

Federalization of the workers' com
pensation system, through either pas
sage of a minimum standards law or a 
direct takeover, has been suggested, 
but it is not the answer to these prob
lems. Such moves could do far more 
harm than good. 

The U.S. Chamber of Commerce cites 
these typical examples of problems that 
have been experienced in federally run 
programs: 

• Longshoremen's and Harbor 
Workers' Compensation Act. After it 

was amended in 1972, this was called 
the "model act" for workers' compensa
tion. In reality, however, it has proven 
to be a model only for how good inten
tions can lead to disaster. For example, 
the shipbuilding industry estimates 
that the cost to each employer under 
the act rose 1,000 percent on average 
from 1970 to 1980—compared with av
erage wage increases of 124 percent 
over the same period. Workers' com
pensation costs under the act are in
creasing six times faster than payroll 
costs. The high level of benefits has 
made it virtually impossible for an em
ployer to get insurance coverage. And a 
partially disabled employe with a per
manent disability can receive benefits 
for life—even when in jail or on strike, 
and even if earnings are unaffected by 
the disability. 

• Federal Employees' Compensation 
Act. Federal workers are covered by 
this law—and their injuries and illness
es have skyrocketed in recent years. 
Costs under FECA were $880 million 
last year, and General Accounting Of
fice auditors predict that figure will 
soon reach $1 billion. Some employes 
can actually receive more in workers' 
compensation payments than their pre
vious pay—as much as $900 more per 
month—and this encourages fraudu
lent claims. 

• Social Security. Benefit expendi
tures for permanent total disability 
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zoomed from $1.6 billion in 1965 to $17.2 
billion in 1981, as reported by the Social 
Security Administration. Ironically, the 
number of awards to disabled workers 
is actually declining. Social Security dis
ability payments are a powerful disin
centive to return to work and frequent
ly reach 100 percent or more of 
take-home pay. 

• District of Columbia. Until it adopt
ed its own law effective last year, 
Washington was governed by the Long
shoremen's Act. Costs soared. An em
ployer who paid $100 in premiums in 
1972 paid more than $1,000 in 1980. 
Moreover, many employers could ob
tain insurance only through the as
signed risk pool because the insurance 
carriers could not write this insurance 
at a profit. 

• Black Lung Benefits Act. Enacted 
as a temporary program expected to 
cost $40 million to $60 million the first 
year and then taper off, the act has 
become a permanent program costing 
over $1 billion a year. No state has been 
willing to assume administration of the 
black lung program because of the cost 
and the arbitrary eligibility require
ments. 

Lawmakers and administrative agen
cies must be made to understand the 
fundamental purposes and limitations 
of workers' compensation. Its purpose 
is not to provide welfare or retirement 
benefits or to serve as general health 
insurance. Its one basic objective 
should be to get injured workers healed 
and back into the productive main
stream as quickly as possible. • 

How "Wage-Loss" Programs Can 
Benefit Employer and Employe 

Workers' compensation insurance 
rates in Louisiana will drop a guar
anteed 20 percent on August 1 as a 
new "wage-loss" benefits program 
goes into effect. 

Louisiana's plan, which addresses 
permanent partial disability claims, 
is patterned after a pioneer system 
adopted by Florida in 1979. Florida's 
wage-loss program has cut insur
ance rates 54 percent and reduced 
the number of claims 68 percent 
while raising maximum weekly 
benefits from $130 to $271. 

Similar plans may be considered 
this year by legislatures in New 
Mexico, Alaska, Delaware and 
Washington. 

The wage-loss system's major fea
ture is its return to the original in
tention of workers' compensation 
laws: to compensate injured workers 
to the extent that their disabilities 
reduce their earnings. Under the 

I system, if a disabled worker cannot 
resume his job and must take one 
paying lower wages, benefits are 
based on the difference between the 
old and new wages. 

Most states currently use an arbi
trary formula to provide lump-sum 
benefits without taking into account 
the worker's actual loss in earnings. 
Lump-sum payments, which account 
for more than half of benefit costs in 
many states, are blamed for sky
rocketing insurance costs. 

In addition to cutting costs, wage-
loss is credited with reducing unnec
essary litigation in Florida and pro

viding greater incentive for workers 
to return to work. 

The system requires a worker to 
show he has lost income because of 
his injuries rather than prove how 
extensive the injuries are. This elimi
nates quarreling over such vague 
terms as "30 percent disabled" or 
"60 percent disabled." The worker is 
encouraged to return to work as 
soon as possible to determine his 
new earning power. 

Eric J. Oxfeld, staff attorney for 
the U.S. Chamber of Commerce, 
says there is growing interest in 
wage-loss among business groups, 
but he cautions that the idea is not 
without its limitations. 

"We have some reservations over 
the effectiveness of wage-loss in in
dustrial states," he explains. "Un
less there are careful controls, em
ployers may be forced to pay 
benefits over a long period of time 
for reasons other than the disability 
of the worker." 

Poor economic conditions, not the 
disability itself, may keep a worker 
from finding a new job. Yet such a 
cause would be difficult to prove in 
court, and in many cases the former 
employer would probably be ordered 
to continue paying disability bene
fits. 

Nevertheless, with wage-loss pro
ducing dramatic results in Florida 
and with Louisiana now trying it as 
well, a new trend in workers' com
pensation legislation may be in the 
making. 
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Communication Concepts from the Bell System: 

How to be 
100°/( 

certain 
99.57( 

of the time. 



Today, with the sheer volume of information being transmitted, the necessity of 
having to retransmit data that was garbled is not only inefficient and nonproductive, 

it can double the time it takes to receive accurate data. The engineers, scientists, and 
marketing executives of the Bell Network have developed communication concepts that 
allow you to be certain that what you send is what they get—the first time, 
99.5% of the time. 

Consider this scenario: You have an inquiry 
response system that provides information on 
demand. This data is virtually error-free. You 
select among a variety of transmission speeds. 
Retransmissions, practically nil. Downtime, 
minimal. 

The concept is Data Management through 
Bell's Data Information Systems. And with 
I)\iAPHONE*Digital Service, you are able to trans
mit 56,000 bits of information each second, 
accurately and reliably. In fact, 99.5% accurate, 
99.9% reliable. At any speed. 

How? Digital transmission through the most powerful communication network in the world, 
the Bell Network. Digital eliminates the problems created by noise and distortion over distance. 
The flexibility and back-up system of the Bell Network monitors accuracy, notes trouble spots 
and takes corrective action. The Network can even tell you the location of the problem even if its 
your own equipment. Your people have more time to do productive work because troubles and 
retransmissions have been reduced to a minimum. 

As part of a Telemarketing (marketing over distance) operation, the superior performance of 
DATAFHONE Digital Service allows your people and their customers to benefit from a more respon
sive, sleeker, more reliable form of transmitted information. It not only can get more out of a 
second, it can get more out of a penny. 

lb handle high volumes of data, Bell has both digital and analog High-Capacity Channels that 
can "bundle" your data, voice and image transmissions for better efficiency, performance and economy. 

For analog transmission, Bells Expanded N00 service allows you to predesignate the routes your 
data will take. Your unique network within the Network allows you to distribute dial-up traffic for 
maximum efficiency. 

To find out how Bell can help you tailor a high-performance data system, large or small, that 
puts the Network to work for you, call ] gQQ 821~2121 

Communication Concepts from the Bell System 

Expanding your ability to communicate. 



A COMMERCIAL interrupted the foot
ball game on television. It showed 

a woman taking Geritol and her hus
band saying affectionately, "My wife— 
I think I'll keep her." 

At work the next day, the second-
ranking official in the Federal Trade 
Commission's bureau of consumer pro
tection, who had seen the Geritol com
mercial, suggested that the FTC should 
try to stop it. Why? Because, he con
tended, Geritol could not prove that use 
of its product would lead to marital 
bliss. 

That suggestion was made before 
Ronald Reagan became President and 
named James C. Miller III to be FTC 
chairman. 

Timothy J. Muris, who has just com
pleted a stint as director of the bureau 
of consumer protection, cites the Geri
tol incident as an example of the kind of 
thinking that once resulted in pointless 
FTC investigations. 

The idea of taking action against Ger
itol went nowhere, but the FTC did try 
to ban television advertising directed at 
children in the so-called kidvid proceed
ing. The agency abandoned that effort 
after Congress passed the FTC Im
provements Act of 1980, which imposed 
many new restrictions on the FTC's 
powers and required it to drop the kid
vid proceeding. 

Miller wants to reduce the danger 
that the FTC will again embark on such 
questionable undertakings. Two 
words—deception and unfairness— 
have been focal points at the FTC since 
he arrived in October, 1981. He has 
asked Congress to limit the FTC's dis
cretion by placing in the law definitions 
of both terms as they pertain to the 
agency's jurisdiction over business 
practices. 

Miller thinks a deception case should 
be brought only when consumers, exer
cising reasonable intelligence, have de
liberately been tricked into believing 
that a product will perform in a way 
that it does not. 

Only one of the four other commis
sion members, George W. Douglas— 
the sole Reagan appointee besides 
Miller—agrees that the law should 
specify what deception means. A major
ity of the commission has agreed, how
ever, that a definition of unfairness 
should be written into the law. 

"There is little established case pre
cedent defining the contours of unfair
ness," says Commissioner David A. 
Clanton. "Thus there is a clear justifica
tion for providing statutory guidance." 
Critics of the FTC have contended that 
the term unfairness is so broad that, 
without legislative definition, the door 
is open to abuse. 

" 'Unfairness,' " Miller says, "should 
legislatively be limited to acts or prac-
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War of the Words 
What is unfairness to consumers ? 
What is deception ? Congress may 

define the terms for the FTC. 

tices likely to cause substantial injury 
that consumers cannot reasonably 
avoid, without providing offsetting 
benefits to consumers and competition." 

As an example of eliminating unfair
ness, he cites FTC rules requiring man
ufacturers to give certain information 
that helps consumers choose between 
products. (For a report on the FTC's 
consumer protection efforts, see page 
38.) 

Although the House last year voted 
to include a definition of unfairness 
similar to Miller's in legislation autho
rizing the FTC to function through 
1985, the bill became bogged down and 
eventually died because of controversy 
over whether professional groups, in
cluding physicians, dentists and optom
etrists, should be exempt from FTC ju
risdiction. The agency is operating 
under temporary authority that expires 
September 30. 

Muris, who is now head of the FTC's 
bureau of competition, is confident that 
a definition of unfairness will be includ
ed when an authorization bill is finally 
passed, and he is hopeful that the bill 
will also contain specific language re
stricting the agency's authority to 
bring cases alleging deception. 

"It's a question of how much discre
tion unelected bureaucrats are going to 
have in the name of protecting the con
sumer," Muris says. "That discretion is 
now extremely wide." 

There is no immediate threat of that 
discretion's being abused, Muris ac
knowledges, because Miller is chair
man. "But anyone who believes the 
threat has gone permanently is being 
shortsighted," he says. "The legal defi
nition of deception ought to be specific, 
and it should not change with the com
mission's whims." 

ILLER TOLD the Senate Commerce, 
Science and Transportation Com

mittee at March hearings that "the 
present law gives virtually unlimited 
discretion to the commission to declare 
an act or practice deceptive. This un-
guided discretion creates great ambigu
ity about how the law will be applied." 

Commissioner Michael Pertschuk 
strongly disagrees. He preceded Miller 
as chairman, during the Carter adminis
tration, and spearheaded many of the 

By Bob Gatty 

cases that prompted Congress to re
strict the agency's power. 

"No definition, even a clear one, 
would stop the commission from bring
ing silly cases," he says, pointing out 
that only three commission members' 
votes are needed for the commission to 
bring a deception case. 

Pertschuk argues that Miller's defini
tion, if placed in the law, could prevent 
the FTC from "winning good and im
portant cases," but he backs Miller's 
view that the agency should concen
trate on cases where consumer injury is 
greatest. 

THERE is a "wide gulf between an 
agency's use of case selection crite

ria that say to our staff, 'Don't spend 
time investigating false claims for 
products and services in trivial cases,' 
and Congress' changing the law to 
make some false claims legal," Pert
schuk told the Senate committee. Re
strictions on what constitutes deception 
could have that effect, he warned. 

Sen. Bob Packwood (R-Ore.), chair
man of the Commerce Committee, does 
not agree with Miller's attempt to limit 
the FTC's authority to attack deception. 
He declared at the hearings that he is 
"less than enthusiastic about full de
regulation" in cases "where the bar
gaining power of the parties involved is 
not equal." 

Rep. James J. Florio (D-N.J.), chair
man of the House Energy and Com
merce subcommittee that has jurisdic
tion over the FTC, says further 
restrictions are unnecessary because 
the 1980 FTC Improvements Act "effec
tively gutted the ability of the FTC to 
be a rogue agency." 

The meaning of deception is perfectly 
obvious, Florio says. He sees "potential 
for mischief in trying to clarify some
thing that is not unclear." 

Pertschuk agrees. "Ask a small busi
nessman," Pertschuk says. "He'll tell 
you deception means, 'Don't lie and 
don't mislead.' " 

Muris says that supporters of placing 
legal limits on the FTC's challenges of 
deception and unfairness were stymied 
last year as a result of the professional 
associations' drive for exemption from 
the FTC's jurisdiction. 

The professional associations, which 
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already are regulated by the states, say 
FTC regulation would impair the quali
ty of medical care. 

"We spent all last year fighting them 
and lost our chance to achieve some 
Positive goals," Muris says. He hopes 
for a compromise this year that would 
limit FTC regulation of the professions 
when state regulation is adequate. 

In a related controversy, advertisers 
a re asking Congress to exempt them 
*rom the FTC's jurisdiction over unfair 
Practices, a move sparked by the agen
t ' s unsuccessful effort to ban televi
sion commercials aimed at children. 
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Should the FTC's powers over 
advertising in the various 
media be limited? That question 
is tangled in a fight over 
the agency's regulation of 
professions like medicine. 

"Although that proposed 
rule was a political disaster 
for the agency," says Com
missioner Patricia P. Bailey, 
"it is not a justification for a 
special interest exemption 
for all commercial advertis
ing from a fairness stan
dard." 

Proponents of an exemp
tion for advertising argue 
that the FTC could still at
tack objectionable advertis
ing under its authority to in
vestigate allegedly deceptive 
trade practices.. 

Lawrence R. Fullerton, 
counsel to the Consumer 

Subcommittee of the Senate Commerce 
Committee, notes that Packwood is 
strongly opposed to the advertisers' 
proposal. Congressman Florio says he, 
too, is opposed. 

Agricultural cooperatives also are 
seeking a modified exemption from the 
FTC's jurisdiction. Muris is concerned 
that a dispute over that request could 
hang up the agency's authorization bill 
in Congress. Other controversies in
volve proposals to: 

• Place a ceiling on penalties a court 
can impose on a company for violating 
an FTC rule or order. 
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• Give Congress permanent veto 
power over FTC rules. The FTC Im
provements Act gave Congress such 
power on a temporary basis. 

• Make permanent a ban imposed in 
the 1980 Act on using federal funds to 
pay consumers or owners of small busi
nesses who participate in FTC rule
making proceedings. Opponents con
tended that tax dollars were used to 
selectively finance "public witnesses" 
who agreed with the FTC's position on 
issues in question. 

• Fund the agency for the 1984 fiscal 
year, which starts October 1. Miller 
asked Congress for $59.5 million, down 
from $64.9 million in the 1983 appropria
tion. The lower figure would be suffi
cient, he told Congress, "provided we 
are granted flexibility to manage the 
agency's resources in the most cost-ef
ficient manner." 

ISSUES AT STAKE in the debate over the 
FTC are complex. What is unfair? 

What is deceptive? Who should be ex
empt from the FTC's jurisdiction? Who 
should not? 

Clearly, however, the debate is im
portant to nearly every business. How 
those questions are answered will de
cide what the rules of the marketplace 
will be in years ahead. 

And, according to Muris, time is run
ning out. The 1984 elections are just 
over the horizon, he notes, and there is 
nothing to guarantee that the people in 
charge of the FTC today will be there 
after those returns are in. • 
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Under James C. Miller, the FTC is 
bearing down on fraud, breach 

of contract and deceptive advertising. 

A NEW APPROACH to dealing with 
consumer concerns has been im

plemented at the Federal Trade Com
mission under James C. Miller III, a 
conservative and the first economist to 
head the agency. 

Miller seeks to focus the FTC's ef
forts on those problems that affect the 
most consumers and to make sure that 
FTC actions are based on fact and make 
economic sense. 

Timothy J. Muris, until recently di
rector of the FTC's bureau of consumer 
protection, says the agency is now do
ing a more effective job of helping con
sumers than it did under previous ad
ministrations, though with less public 
attention. 

"Our predecessors promised much 
but often delivered little," says Muris, 
who has been reassigned by Miller to 
lead the FTC's antitrust enforcement 
efforts as head of its bureau of compe
tition. Carol Crawford, who was 
Miller's executive assistant, now heads 
the bureau of consumer protection. 

The key, according to Muris, is apply
ing economic data. 

"If we do not carefully consider why a 
practice exists, we cannot decide wheth
er it should be changed or what changes 
are necessary," he contends. "Economic 
analysis provides a systematic frame
work for addressing these issues." 

There are laws that govern the busi
ness-consumer relationship, and the 
FTC's job is to enforce them, says 
Muris. Firms must live up to their con
tracts and avoid fraud and deception. 
"Consumers lose when business breaks 
these rules," says Muris. "Government 
enforcement of these rules protects 
consumers." 

The agency under Miller is therefore 
concentrating on fraud, deceptive ad-

A New 
Approach 

To Consumer 
Protection 
The FTC says it is 
doing a quiet but 

effective job. 

vertising, breach of contract, enforce
ment of sound rules and removal of 
unnecessary public or private restraints 
on the marketplace. 

Not much attention has been paid to 
the FTC's consumer efforts, but from 
Oct. 5, 1981, when Miller took over as 
chairman, through March 11, 1983, the 
agency had: 

• Initiated 284 investigations. 
• Approved 27 consent orders in 

which a company agreed to stop a prac
tice the FTC found objectionable. 

• Issued 12 formal complaints. 
• Obtained 17 civil penalty judg

ments. 
• Sought three injunctions. 
Moreover, the agency took action on 

12 of 17 pending rule-inaking proceed
ings. In one of the most controversial of 
those proceedings, the FTC approved a 
rule requiring used-car dealers to post 
a notice disclosing a vehicle's known 
defects. Congress vetoed that rule, and 
the FTC is now considering a revised 
version. 

Muris says the agency is moving sys
tematically to attack fraudulent prac
tices. In one case, the agency acted 
against a firm that sells diamonds as 
investments. A federal court ordered 
the firm not to misrepresent the risks 
of investing in diamonds. The FTC is 
currently in court seeking refunds for 
investors it says were defrauded. 

Last December the FTC charged a 
company with falsely claiming that it 
could virtually assure consumers of ob
taining highly valuable and easily mar
ketable oil and gas leases under a lot
tery procedure, when, in fact, fewer 
than 1 percent of the firm's customers 
actually acquired them. 

The agency took the company to 
court. On April 7, the FTC announced 

The FTC, says Timothy J. Muris, 
is doing more now to help consumers, 

with the aid of economic analysis. 

that company officials, under a court 
order, have paid $125,000 into a fund to 
reimburse consumers who were prom
ised leases but never received them. 
The court order also prohibits the firm 
from future misrepresentations. 

"Attacking fraud reinforces one of 
the most basic principles of the law: 
Fraud will not be tolerated," says 
Muris. "Our cases provide real protec
tion for consumers and are fully consis
tent with a sound economic approach to 
consumer protection." 

IN MOVING against deceptive advertis
ing, the FTC recently accepted a con

sent agreement with a manufacturer of 
chain saws and its advertising agency. 
The FTC charged that the firm had 
claimed that its chain saw was rated 
best by a leading consumer publication, 
although the rating was three years old 
when the claim was first made and the 
company's competitors had made sig
nificant changes in their products. The 
FTC has also moved against companies 
making false claims about energy sav
ings. 

In addition, the FTC has acted to pre
vent discrimination against elderly indi
viduals when they seek credit, to pro
tect consumers who have complained 
that companies backed out on specific 
warranties for their products and to 
tighten requirements applicable to mail 
order companies. 

"Consumer protection is an impor
tant function of government," says 
Muris, adding that good intentions are 
not enough. 

"By uniformly relying on careful eco
nomic analysis to guide our actions," he 
says, "we have found the necessary 
tool to ensure that we provide as much 
protection for consumers as possible."^ 
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MERRILL LYNCH 
INTRODUCES 

FULL-TIME 
EMPLOYMENT FOR 

YOUR IDLE 
BUSINESS ASSETS. 

NOW THERE'S A CMAK FINANCIAL 
SERVICE FOR BUSINESSES THAT 

DEMAND MORE FOR THEIR MONEY 
You work hard to make your business profit

able. Your business cash should work just as hard. 
The new Cash Management Account" financial 

service for businesses gives it that opportunity. 
It has been structured to meet your working cap
ital and investment needs. Use cash reserves to 
generate income. Improve your bottom line with
out sacrificing liquidity. And put the vast 
resources of Merrill Lynch at your disposal. 

By automating and monitoring your cash flow, 
this CMA program frees you up to direct the day-
to-day operation of your business. 

The key is a brokerage account that allows you to 
buy and sell securities just like any other Merrill 
Lynch account. Here's what makes it so special. 

Any cash that accumulates from dividends, 
sale of securities, interest or other sources is 
automatically invested daily in your choice of 
three CMA program money market funds. So 
your business has virtually no idle assets. Your 
cash keeps working, earning income daily, until 
you need it. 

Checking privileges and special VisaKcard(s) 
provide convenient access to your CMA account. 

In addition, Federal Funds wire transfer capa
bility is available. 

1800 637-7455 EXT. 884 

Comprehensive monthly statements and an 
annual summary statement geared to your fiscal 
year are provided. 

What's more, securities held by Merrill Lynch 
in your CMA account are protected up to a total 
of $ 10 million per customer. 

To qualify for this new business CMA service, 
all you need is a minimum of $40,000 in cash 
and/or securities. 

For more complete information and a free 
prospectus, call the toll-free number below, 
Monday through Friday, 8:30 a.m. to 12 midnight 
Eastern Time. In Alaska or Hawaii, call the Merrill 
Lynch office nearest you. Or mail the coupon. 

Mail to Merrill Lynch Service Center 
PO Box 2021 
lersey City, NI 07303 

For more complete information and a free prospectus, 
including all sales charges and expenses, call or mail the 
coupon today Read it carefully before you invest or send money 

Name 

Address 

City-

State- Zip. 

Business Phone-

Home Phone— 
Merrill Lynch customers, please give name and office 

I address of Account Executive: 

ntfht IVH3 Merrill Lynch Pierce, Fenner & Smith Inc Member SI PC 
The Cash Management Account Program is proprietary to Merrill Lynch Covered by U S Patent No 4 346442 ott • 

Merrill Lynch-J 
Merrill Lynch Pierce Fenner & Smith Inc 

A breed apart. 



AMERICA is about to see a 
I sweeping change in health 

care financing: Services to a 
third of all hospital patients are 
to be brought under tight feder
al price ceilings. 

The ceilings apply to everyone 
who receives hospital treatment 
under Medicare, the Social Secu
rity program of health services 
to the elderly and certain dis
abled persons. Medicare pay
ments account for 40 percent of 
all hospital revenues. 

Since Medicare's enactment 
15 years ago, hospitals have 
billed the federal government 
on the basis of their own fee 
schedules. Under a system to be 
phased in over three years be
ginning October 1, all hospitals 
will be paid the same amount 
for the same service to a Medi
care patient. 

Business, which spends $80 
billion a year buying health in
surance, is taking a cautious 
view of the change. On one 
hand, it applauds efforts to con
tain a cost surge that could lead 
to sharply higher payroll taxes. 
On the other hand, it is con
cerned that the new approach 
will intensify the shifting of 
costs to private patients or their 
insurance companies by increas
ing charges to them to offset 
losses on other patients. 

The health insurance industry 
says the bill for cost shifting 
was $5.8 billion in 1982 and will 
reach nearly $8 billion this year. 
With the first phase of the new 
Medicare price ceilings in effect, 
cost shifting next year could 
reach $10 billion, the industry 
estimates. 

That could mean higher premiums or 
reduced benefits—or a combination of 
both—for private health insurance pro
grams. 

Jan Peter Ozga, manager of health 
care issues for the U.S. Chamber of 
Commerce, reflects the business out
look: "We're certainly in favor of any
thing that saves money for Medicare, 
as long as it doesn't shift costs onto the 
private sector." Although the new 
Medicare plan has some merit, he adds, 
"it appears that costs will continue to 
be shifted." 

The prospect that any savings in tax
es through the Medicare price-control 
plan will be offset by higher employer 
costs for health insurance as a result of 
cost shifting spotlights a major concern 
of business over current approaches to 
health cost problems. 

A number of plans being implement
ed or considered, business experts say, 
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Price Ceilings 
That Could Raise 
Employers' Costs 
How will new federal limits on Medicare 
charges affect rates for health insurance? 

By Ellen Hale 
PHOTO: GARY KIEFFER 

The Social Security bill signed by President Reagan in April radically changes 
Medicare payments. The President is pressing other health care cost proposals. 

do not really deal with the underlying 
challenge of finding ways to curb esca
lating medical costs but simply transfer 
responsibility for dealing with that es
calation. 

Tax increase legislation passed last 
year, for example, restricted sharply 
the amount of medical expenses that 
can be deducted for federal income tax 
purposes. It eliminated the automatic 
deduction of up to $150 for health insur
ance premiums and stipulated that only 
medical expenses above 5 percent of 
adjusted gross income can be deducted. 
The level has been 3 percent. 

Another part of the same law re
quires employers to offer workers who 
are 65 or older a choice of whether their 
primary health insurance is furnished 
through the company plan or Medicare. 
At present Medicare is considered pri
mary coverage for such workers. 

Following up on those initiatives, the 

administration is now backing a pack
age of health care proposals that calls 
for making taxable to an employe some 
of the health insurance premiums paid 
by an employer. Annual contributions 
above $840 per individual or $2,100 per 
family plan would be taxable under an 
administration proposal expected to 
raise $2.3 billion in new revenues for 
the federal Treasury. 

CURTAILING TAX ADVANTAGES of 
health insurance beyond certain 

levels is designed to make insured indi
viduals more cost-conscious and, theo
retically, intensify pressures for econo
mies in health care. 

In proposing changes in the govern
ment's approach to health care costs, 
President Reagan said the present sys
tem has "a constant bias in favor of 
service upgrading and cost expansion.' 

He explained, "The central difficulty 
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Hospitals' charges vary widely—from $1,500 
from $450 to $2,800 for removing a cataract-
is that extensive third-party coverage 
on a cost-plus basis isolates all partici
pants in the market for medical care 
from the cost consequences of their de
cisions." 

The plan to make health insurance 
premiums taxable to workers has run 
into strong opposition, however, from a 
coalition of business organizations, in
dividual companies, labor unions and 
the insurance industry. The group ar
gues, among other points, that the pro
posal could be counterproductive. 

"As employers scramble to reduce 
their overall premium rates, essential 
Preventive care services, such as health 
maintenance organizations and dental 
and vision care, and other features . . . 
may be dropped from benefit plans," 
the group says. "Dropping those bene
fits does nothing to reduce hospital 
costs and may have the opposite ef
fect." 

Ozga sees a direct link between the 
Medicare plan and the tax proposal: 
As Medicare ceilings shift more costs 

to privately insured patients, private 
sector insurance premiums will be 
forced upward, bringing them into the 
taxable range set by the federal gov
ernment." 

Health insurance officials also see 
the cost shifting problem as intensify-
lng to a point where private insurance 
c°rnpanies will seek protection through 
their own version of a fee schedule that 
would prevent hospitals from transfer-
n,1g costs from Medicare to private pa
tients. 
N ATIQN'S BUSINESS • JUNE L988 

to $9,000 for treating a heart attack victim, 
-but now Medicare payments will be uniform. 

Louis Orsini, executive vice president 
of the Health Insurance Association of 
America, estimates that cost shifting 
could double employer bills for hospital 
insurance every two years if Medicare 
is under price restraints and private 
health plans are not. 

The Medicare rate ceiling plan is 
therefore of interest to business as a 
harbinger of what could happen in 
health insurance generally. 

U NDER THE PRESENT Medicare sys
tem, hospitals are paid on a cost-

plus basis for whatever care they deliv
er; the more tests and similar 
procedures, the more money they re
ceive. It is a retrospective payment sys
tem. 

The new method is called a prospec
tive payment system. Flat rates will be 
set for each of 467 different diagnostic 
groups, ranging from treatment for 
skin ulcers to coronary bypass opera
tions. If a hospital cannot treat the pa
tient at the assigned rate, it must swal
low the difference. If it can treat a 
patient for less, it pockets the differ
ence; thus, in theory, it is given incen
tive to provide care as efficiently and 
economically as possible. The system is 
patterned after one enacted in New Jer
sey a few years ago that covers both 
public and private health insurance pay
ments. Another 16 states also use some 
form of prospective payment as a 
means of containing hospital costs. 
Half a dozen more are considering simi
lar programs. 

Rates for each diagnostic 
group will be adjusted on the 
basis of region, urban or rural 
setting and local level of wages. 
Exceptions are children's and 
psychiatric hospitals, and facili
ties with fewer than 100 beds, 
which will continue under the 
retrospective payment system. 
The rates make special allow
ances for teaching hospitals and 
for a certain number of long-
term patients who require 
chronic care. Dr. Robert Rubin, 
assistant secretary of Health 
and Human Services, says the 
plan will increase competition 
by encouraging hospitals to con
centrate on techniques they do 
best and to turn over specialized 
work to other facilities. 

Organizations representing 
health care suppliers and insur
ers differ on the extent to which 
the prospective payment ap
proach should be applied. Some 
believe it should affect only 
Medicare patients, which would 
allow continuation of cost shift
ing. Others would apply it to all 
hospital patients, eliminating 

opportunities for cost shifting. 
The largest, broadest-based business 

organization, the U.S. Chamber, pro
poses that states be allowed to set their 
own policies on prospective payment. 

As the debate over prospective pay
ment continues, the administration is 
urging Congress to adopt other propos
als that call for: 

• Increasing the share of bills borne 
by Medicare patients so that short-term 
patients would pay more but have un
limited hospital coverage in case of cat
astrophic illness. The administration 
claims this could save $663 million in 
1984. Currently, Medicare picks up the 
full bill, minus a $350 deductible, for a 
hospital stay of up to 60 days, and a 
portion of the cost after that. 

• Enact a voucher system whereby 
Medicare patients would be given a lim
ited amount of credit to buy private 
insurance plans. 

Each proposal shares a goal with the 
prospective payment system. That goal: 
to raise the level of cost-consciousness 
in the practice of medicine. 

In addition, the administration is con
sidering whether to recommend use of 
the diagnostic-group method to set ceil
ings on fees of physicians treating 
Medicare patients. Some doctors are al
ready arguing that use of the concept 
in hospitals restricts them in their prac
tice of medicine. • 

ELLEN HALE is the medical and health 
correspondent for Gannett News Ser-
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LESSONS OF LEADERSHIP 

Hershey's "New" Ingredient 
A Kiss is still a Kiss, but under 

Bill Dearden, it's not still the same old Hershey. 
Now the company advertises. 

By Henry Altman 

H ow SWEET IT is for William E.C. 
Dearden. He loves his job, his 

company and its products. He loves the 
place where he lives and works. Above 
all, perhaps, he loves his company's big
gest stockholder—a school. 

Bill Dearden is chief executive officer 
of that maker of mouth-watering good
ies, Hershey Foods Corporation, head
quartered in Hershey, Pa., a communi
ty designed for the good life. 

Most of the millions who consume the 
company's chocolate bars and other 
products are not aware that a philan
thropic institution is the principal bene
ficiary of the profits. Some of the com
pany's 16,000 stockholders may not 
know, either. A single laconic line on 
page 29 of the latest Hershey Foods 
annual report reveals that the Milton 

CEO William Dearden joins students 
at the school where he, too, benefited 
from Milton S. Hershey's generosity. 

NEKSHEft 
MILK CHOCOLATE 

Hershey School owns 50.1 percent of 
the stock. 

The school was founded by the man 
who created the company and for whom 
the Lebanon Valley hamlet of Derry 
Church, growing as the company grew 
there, was renamed in 1906. Milton S. 
Hershey wanted to give boys who had 
lost one or both parents—and needed 
financial support—a wholesome setting 
for living and learning. 

Bill Dearden, now 60, was one of 
those youngsters. His mother died in 
1935, and his father, an out-of-work 

Philadelphia factory hand, got him into 
the school. 

"My mother's death obviously was a 
tragedy," Dearden says, "but it turned 
out to be a blessing in disguise for my 
career. That was during the Depres
sion, and I might never have finished 
high school because there was always 
pressure to go out and earn extra mon
ey for the family." 

As it was, he got a fine education 
that included heavy doses of discipline 
and the work ethic and led to Albright 
College in 1941 on a basketball-football 
scholarship. (Dearden is a well-built 6 
feet 5 inches.) Twelve years later, re
membered favorably at the Hershey 
school, he was invited back to serve as 
its assistant business manager. 

An institutional job was not in his 
thoughts at the time. Dearden, who had 
received training at Harvard's gradu
ate school of business as a Navy mid-
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shipman in World War II and had 
served as a supply officer in the South 
Pacific, had been called back during the 
Korean War for Navy duty at a supply 
depot in Mechanicsburg, Pa. But he had 
a promising career awaiting him—he 
had been manager of Dun & Bradstreet 
Corporation's Trenton, N.J., office be
fore his Navy recall, and that business 
information firm had offered him a big
ger job. 

No matter. "I had always wanted to 
repay the debt I felt I owed the school 
for what it had done for me," he says. 
"So I was delighted to come back." 

The thought that there might be op
portunity for him elsewhere in Her
shey, Pa., also crossed his mind. How
ever, "it went far beyond my dreams 
that I could come to my present level." 

He reached that level in five steps. His 
performance at the school, after his re
turn, led to an invitation to join the 
Hershey company as assistant to the 
board chairman. Then: products manag
er, 1961; director of sales and marketing, 
1965; vice president-sales and market
ing, 1967; group vice president-choco
late and confectionery division, 1971; 
vice chairman and CEO, 1976. 

John 0. Hershey (no relation to the 
Hershey) was head of the Milton Her
shey School when Dearden came back 
to it, and the two men have been close 
ever since. John Hershey, who is now 
retired, offers clues to Dearden's suc
cess: "He wasn't here any length of 
time when everybody wanted him. He 
had all the moves of a leader. He was a 
take-charge kind of guy—a planner, 
highly organized. Bill looks ahead and 
sets goals—everything has to be out 
there so you can see where you're go
ing. He gets a lot of people involved. 
He's always asking, 'What do you 
think?' " 

ALSO, John Hershey says, Dearden 
i "is a fantastic salesman. He can 

sell anything." 
Evidence that Dearden is dedicated 

to salesmanship comes from Larry 
Johns, a Hershey Foods sales execu
tive: "He's probably the only CEO of a 
major company who goes to trade 
Knmp conventions and stands on the 
exhibition floor from the moment his 
company's exhibit opens until it closes, 
"e'll be on his feet for hours, for three 
0 r four days. He's always willing to 
talk to a potential customer." 

As for Dearden's dedication to plan
ing , listen to the man himself: "When 
'became CEO, I made my No. 1 objec
tive strategic planning—deciding 
^here we were, where we wanted to be, 
how we were going to get there. I said 
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that by July 1—in four months—we 
would have a plan for the company, and 
we would present it to the board of 
directors at their meeting July 27. 

"For maybe 18 full days from March 
to July, the top eight or nine people in 
this company sat down and wrestled 
with what it should be. We met our 
target dates, and when we presented 
the plan to the board, it was accepted." 

What was the plan? "We wanted to 
be a major, diversified, international 
food and food-related company. We 
wanted the diversification to be inside 
our original business, chocolate and 
confectionery, and we wanted it to be 
outside that business, too." 

The company had begun diversifying 
in 1963 with its purchase of the H.B. 
Reese Company, a producer of peanut 
butter candies (and, incidentally, locat
ed in Hershey, Pa.). Under Harold S. 
Mohler, who was CEO from 1965 to 
1976 and today serves as Hershey 
Foods chairman, there were more ac
quisitions: San Giorgio Macaroni, of 
Lebanon, Pa.; another pasta maker, 
Delmonico Foods, of Louisville, Ky.; 
and Cory Food Services, a Chicago-
based purveyor to offices of coffee and 
allied products. 

After adoption of Dearden's plan, 
there was a flurry of new acquisitions. 

One broadened the Hershey candy 
line: Y&S Candies, a maker of licorice 
products with plants in Pennsylvania, 
Illinois and New Mexico. 

Two strengthened the Hershey posi
tion in pasta: Procino-Rossi Corpora
tion, of Syracuse, N.Y., and Skinner 
Macaroni Company, of Omaha, Nebr. 
Hershey Foods has become one of the 
country's leading pasta producers. 

A fourth acquisition—Friendly Ice 
Cream Corporation, of Wilbraham, 
Mass.—brought Dearden's company 
into another type of food business in a 
big way. Friendly has more than 640 
standardized-menu restaurants, mostly 
in the Northeast and Midwest. 

Internationally, Hershey has taken 
joint venture and licensing approaches 
(though not in Canada, where a full-
fledged Hershey company has operated 
since the 1950s). There are now ar
rangements in Mexico, Brazil, Sweden, 
Britain, the Philippines and Japan. 

H ERSHEY'S original business, choco
late and confectionery products, is 

still by far the biggest contributor to its 
sales, accounting for 69 percent of the 
$1.5 billion-plus racked up last year. 

Ever since Milton Hershey began 
making chocolate bars, cocoa and bak
ing chocolate at the turn of the century, 
the company has sought profitable ad
ditions to the product line. The Hershey 
Kiss, for example, dates from 1907, Mr. 
Goodbar from 1925, Hershey's instant 
cocoa mix from 1956. Dearden expand-

At a spotless, highly mechanized 
plant, humans inspect Kisses 
for flaws in shape or wrapping. 
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ed product-development research—a re
search center was built. So far, the 
company has not gotten into the high-
price, status-symbol chocolate field. 
But Hershey in recent years has intro
duced the New Trail granola bar, the 
chocolate-coated-peanut Watchamacal-
lit and, of course, the nonchocolate, 
peanut-flavored little Reese's Pieces. 

Reese's Pieces have been a smash at 
the candy counter thanks to a smash at 
the box office—and to another Dearden 
initiative, advertising. As 
every moviegoer knows, 
Reese's Pieces were a fa
vorite of E.T., that tempo
rarily earthbound space 
creature. Hershey Foods 
spent $1 million promoting 
the candy in connection 
with the movie's opening 
in May, 1982. Sales since 
then have been enough to 
make any candy maker 
salivate, and Hershey is 
still using the E.T. theme, 
under an agreement with 
the movie's producers. 

Before Dearden's day, 
the Hershey company did 
not advertise in the mass 
media. Milton Hershey 
used to say: "Give them 
quality. That's the best kind of adver
tising in the world." His death in 1945 
brought no policy change. 

Dearden, when he was sales and mar
keting director, saw trouble ahead. He 
talked things over with Mohler. Says 
Mohler: "It was obvious that our whole 
strategy of selling had to be different. 
We were communicating, through hun
dreds of salesmen, with the retailer 
only. We had to communicate with the 
consumer. The growth of the supermar
ket meant thousands and thousands of 
additional items were on the shelves. 
We needed more product recognition." 

Soon the Hershey company was ad
vertising. 

Going outside the company to hire 
young M.B.A.'s and a number of veter
ans, Dearden put together a marketing 
organization. "But I wasn't sure where 
to find a top guy." 

He found him through Norman 
Vance, then president of the Chicago-
based Mars Company. Mars was merg
ing with another candy producer, 
M&M, which was owned by Forrest 
Mars, a member of the family that 
owned the Mars Company. "Duke 
Vance and I were good friends," Dear
den says. "He told me that some fel
lows would be leaving because of the 
merger and that there was one I ought 
to look at." 

The job candidate was William F. 
Suhring. He became a Hershey Foods 
vice president. 

Dearden concedes he might not get 
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help from a Mars executive today of the 
kind he got from Vance then. The two 
companies have always competed at the 
candy counter, but in those days Mars 
also bought chocolate coating from 
Hershey. It no longer does so. 

Mars and Hershey are America's two 
biggest confectionery companies, ac
counting—by a Hershey estimate—for 
one third of sales. The next eight pro
ducers account for another sixth, ac
cording to the estimate, and some 1,000 

others for the rest. There have been 
reports that Mars, now headquartered 
in McLean, Va., is ahead of Hershey in 
candy, but Mars, as a privately held 
company, is not required to release fig
ures and resolutely does not. Hershey 
definitely leads in chocolate sales, 
Mohler says. 

(Hershey's profitable link to E.T. is 
tinged with irony in that Mars, which 
advertised heavily in years when Her
shey did not advertise at all, passed up 
the same promotional windfall. The 
film script originally had the extrater
restrial enamored of M&M's, not 
Reese's Pieces, but Mars declined a 
deal with the producers.) 

R EGARDLESS of who leads, Hershey 
balance sheets reveal little to be 

sour about. Net income of $94 million 
last year was 17 percent above the 1981 
figure. The company has raised its divi
dend for eight consecutive years. 

Which is good news for Hershey, Pa. 
(pop. 13,249), where 5,500 of the firm's 
13,600 full-time employes work. Good 
news, too, for the Milton Hershey 
School, which gets most of its income 
from company dividends. It also gets 
income from HERCO, Inc., operator of 
a theme park, hotels and other ven
tures. HERCO, like the school and Her
shey Foods, was founded by that ex
traordinary man, Milton Hershey. 

After business failures in Philadel
phia, Chicago and New York, Milton 
Hershey finally found success making 

caramels in Lancaster, Pa. In 1900, at 
age 43, he sold out for a cool $1 million. 
He could have lived a life of leisure, but 
instead, he went into the chocolate busi
ness, returning to the part of Pennsyl
vania where he grew up—an area 
where lush dairy farms provided a 
ready source of milk. 

He built a chocolate factory, and he 
built an idyllic community. It was a 
company town unlike others—workers' 
homes were not all drab look-alikes. 

There were lawns and 
trees, and workers could 
buy or rent. There was 
parkland, a beautiful gar
den area, a museum, a 
community theater, an 
arena, and more. Milton 
Hershey wanted happy 
people. 

Bill Dearden has no de
sire to live anywhere else. 
He feels at home among 
the people he greets at 
company facilities, in 
church or while playing 
one of the town's five golf 
courses. 

Dearden has been mar
ried for 39 years to the 
former Mary Kline, whom 
he met in college, and has 

two daughters, both long out of the 
house. He still has much contact with 
youngsters, though, since he is chair
man of the Milton Hershey School's 
board of managers and visits his alma 
mater often. 

Milton Hershey and his wife, who 
had no children, put the school on 
10,000 acres. The 1,200-plus-enrollees— 
now girls as well as boys, and more 
often there because of broken mar
riages than parents' deaths—live in 85 
houses with house parents, and they 
must do chores as well as study. 

In his office, where he dips into dishes 
of Hershey miniatures as he explains 
that he has kept his weight at 220 
pounds over the years, Dearden talks of 
Milton Hershey and of his own days at 
the school. "He was someone who be
lieved in helping other people so much. 
We were his boys; he told us that." 

The office is in what once was Milton 
Hershey's home, a stone mansion over
looking his chocolate plant. It houses 
Hershey Foods' 11 top executives. 

Bill Dearden looks around him—at 
furnishings that go back to Milton Her
shey's day, at a miniature of a statue of 
Milton Hershey with one of "his boys." 

Is he happy that he is helping to car
ry on Milton Hershey's business and 
philanthropy? "My life has fallen into 
place beautifully," he says. "I wouldn't 
change any of it." 

M To order reprints of this 
article, see page 67. 
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FORESIGHT 
ISA DARN SIGHT 

BETTER THAN 
HINDSIGHT. 

In one year, accidents cost American industry a 
painful $30 billion! (There's no way to put a price 
tag on the human suffering involved.) 

But an in-depth Loss Control Program can help 
you put a stop to these accidents and control 
your insurance costs. 

VEtnatec, one of the /Etna Life & 
Casualty companies, will go over your 
operation with a fine-tooth comb 
They'll evaluate your machinery 
and your production process and 
point out potential employee 
hazards. 

They'll sniff out possible 
causes of fire. (A lot of 
that $30 billion went up 
in smoke!) 

If you're in construc
tion, they'll work with you 
from the first bid to the last 
brick. 

They'll analyze your 
finished product to evaluate 
possible liability exposure. And 
they'll keep you abreast of techno
logical developments - so that you 
won't learn about new hazards by accident. 

When all is said and done, we think you'll be 
convinced: it's fersighted to be fbresighted. 

YOU'LL BE CLAD YOU MET/ETNA 

^jgE /Etna Technical Services, Inc. 

• One of the /ETNA LIFE 4 CASUALTY companies 



How To Get the Most 
Out of a Consultant 

The right outside talent can help your 
company—if you choose wisely, lay the proper 
groundwork and keep your ego out of the way. 

LET'S FACE IT. Consultants are contro-
• versial. Their clients do not want to 

live with them—or without them. 
Courted and cursed, loved and left, ex
tolled and excoriated, they are hired for 
purposes ranging from helping a com
pany sell a product to advising it on 
what kind of machinery to buy. 

For many business people, deciding 
whether or not to employ a consultant 
is agonizing. When do you need outside 
talent? And why? 

"The quickest way to waste time and 
money is to call in a consultant when 
you don't know what you want done," 
says Robert E. Bradford, senior vice 
president of the A&P supermarket 
chain. "The only thing he has to sell is 
his time. You don't want the meter run
ning until you define in your own mind 
what your needs really are." 

HARRY DAVID is a Washington-based 
writer and president of his own man
agement consulting firm, H.D. Asso
ciates. 

By Harry David 

You should have a compelling reason 
to call in a consultant, advises Lewis M. 
Helm, president of Capital Counselors, 
a Washington firm that specializes in 
public relations and political consulting. 

Helm says he is not referring to what 
some cynical consultants call "SOS 
time"—when the winds of change have 
badly battered your business, a once-
docile board has suddenly risen in 
wrath to question your leadership, or 
clients or customers have deserted your 
pass£ product or service. When it is 
SOS time, it may be too late for even 
the most sophisticated consultant to 
save the situation. 

Instead of waiting for an emergency, 
"include a consultant's services in your 
firm's five-year plan," suggests David 

M. Fitzgerald of Fitzgerald Associates, 
Inc., part of a group of independent 
Washington consultants who are 
housed under the same roof and who 
often pool knowledge and resources. 

Fitzgerald shies away from short-
term and SOS-time assignments. "Per
manent arrangements are more cost-
effective for clients," he says. "And 
besides, long-term problems, such as 
many organizations have, require a 
long-term and close client-consultant 
relationship." 

Long-term relationship or not, the 
reasons for employing a consultant 
may vary widely. For example: 

• You are the top person in a top 
firm. You see a problem on the horizon 
that neither you nor your staff have the 
knowledge to solve. Or you see an op
portunity you might wish to explore 
and exploit. 

• Yours is an old-line organization 
that needs fresh ideas for improving its 
standing. 

• You hope to establish a business 
ILLUSTRATION: WILLIAM COULTER 
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but lack expertise for proper planning. 
There may be times that justify hir

ing outside help even when you have in-
house expertise. "Outsiders may bring 
a fresh perspective and needed objectiv
ity to a project or problem," explains 
Robert J. Carlotta, a frequent user of 
consultants when he headed the Neigh
borhood Development Collaborative, a 
Crofton, Md., planning organization. 

These are positive reasons for asking 
an outsider's help. Often the reasons 
are negative instead. 

"A federal agency had commissioned 
a report," recalls David J. Wimer, a 
partner in the Hay Group, a Philadel
phia-based firm once primarily known 
for compensation consulting but now 
engaged in broader activities. "After it 
was done by outsiders, that agency 
called us in to 'bless' it. They wanted 
our firm's credibility. We walked away 
from that request as we have walked 
away from similar ones." 

Many reputable consultants shun be
ing used to endorse a decision already 
niade, a report already completed or an 
idea that some executive is in love with. 

But such use—or misuse—of consul
tants is not uncommon. A couple of 
years ago, when I had been persuaded 
to meet with the managing partner of 
another consulting firm, I sensed al
most at once that I was being asked— 
tacitly—to perform a similar priestly 
function. He spread out before me 
ideas about his organization's future 
course, most- of them impossible or im
practical. 

It became clear that he cherished his 
brainchildren. His attachment to them 
niade him talk nonstop for nearly two 
hours, fearful that an outsider might 
throw cold water on them. When I final
ly had the floor—briefly, because he 
had suddenly "run out of time"—he re
sponded to my "yes-but" endorsement 
with a frosty, faraway smile. Daddy's 
offspring were perfect and deserved 
Unquestioning love. I left, sent him my 
hill and devoted myself to more promis
ing clients. 

W HEN YOU DO have compelling rea
sons, however, how do you find 

the right consultant? 
Query someone in your trade associa

tion or professional society, or someone 
^ho is in a similar business, suggests 
yack S. Blocker, a Hay Group associate. 
. If there is no question of conflict of 
interest or your organization operates 
'n a different geographic area from his, 
he'll tell you about someone who has 
forked successfully for him." 

One man who has found good outside 
^lent that way is Joseph F. Joyce, an 
American Bankers Association execu
tive. However, he recalls the time he 
needed a consultant when he was the 
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director of development for Ryan 
Homes, a nationwide builder. After talk
ing with other industry members, he 
thought he had found "the right one." 

"But once the consultant understood 
the problem I needed help on," Joyce 
says, "he stopped me. 'I am not the best 
man for you,' he told me." A good con
sultant knows his limitations and ad
mits them. 

Before hiring an outsider, make sure 
you can work with him. Pay attention 
to personality. "I had made an agree
ment with a consulting firm," recalls 
Joyce. "But the man who was to be our 

For Further 
Information 

The Institute of Management 
Consultants has released a leaf
let, "How To Select a Manage
ment Consultant and Get Your 
Money's Worth." 

Management consultants spe
cialize in such areas as research 
and development, financial plan
ning, manufacturing, wage and 
salary administration, and elec
tronic data processing, according 
to the institute, which certifies 
the professional competence of 
individual consultants. The publi
cation covers such topics as deter
mining what kind of consultant to 
hire, screening candidates and 
evaluating a project's success. 

For a free copy, write to the 
institute at 19 W. 44th Street, 
New York, N.Y. 10036. 

consultant turned out to be so abrasive 
that I had to ask the firm to assign 
someone else." 

Suppose you have found the right 
consultant, but he does not seem to be 
performing as you had hoped. Often, 
when consultants are blamed for not 
doing their job, it is because the execu
tive has not done his. 

When you hire a consultant, pave the 
way for him by informing your staff at 
once. Explain why you have hired him 
and outline the limits of his mandate. 
Remind your people, too, in the words 
of Capital Counselors' Lewis Helm, 
that "outsiders are not competitive 
with, but complementary to, staff." 
This will help prevent the fear-of-
change syndrome from arising in your 
organization. 

You must also make sure the consul
tant knows what is on your mind. For 
example: 

• Outline your perceived needs. (In 
the course of his work, the consultant 
may uncover others.) 

• Give guidelines for the assignment. 

(The imaginative consultant will often 
exceed them.) 

• Take him into your confidence; 
doubts about your standing with your 
board, customers and public are indeed 
his business. 

Make clear—and mean it—that you 
will be available to him when he needs 
you. Let him know that you expect him 
to be available when you need him, too. 

AND AS YOU work with your consul-
i tant, learn to take it. "I tell my 

clients some unpalatable truths," says 
Joyce Freeland, a partner in Enter
prises Associates, an Annandale, Va., 
firm specializing in helping new busi
nesses. In other words, good consul
tants make bad yes-men. 

"Consultants," admits Jack Blocker, 
"are a strange breed: a composite of 
entrepreneur, individualist and ego-sat
isfaction seeker. They like sitting at the 
right hand of decision makers, but they 
also like to make a contribution on their 
own initiative, one that goes beyond 
their mandate." 

Adds John A. Schnittker, former un
dersecretary of Agriculture and now 
president of Schnittker Associates in 
Washington: "A consultant must be 
broad-gauged intellectually, with an an
alytical mind. And if you want results, 
look for a touch of initiative and brassi-
ness. You also want him to be a risk 
taker and an anticipator." 

How much should you pay for con
sulting services? Consultants vary, and 
so do their prices. In some cases that I 
know of, a consultant will work for 
$150 a day; others charge many times 
that—and may be worth it. 

One of my good friends, a leading 
consultant, is paid an annual six-figure 
retainer by a company for which, dur
ing most of the year, he does little 
work. Why is that company seemingly 
throwing money at him for so little? 
Because when a crisis arises, he will be 
at the company's side, instantly. 

Fees will depend on the consultant 
and on the type, complexity and length 
of assignment. This is no place for bar
gain hunting or succumbing to "I can 
save you money" approaches. Consul
tants who can save you money avoid 
saying so. One frequent employer of 
outside talent cautions that the consul
tant's credibility, judgment and exper
tise—not your budget and his fees— 
should be the determining factors. 

"A client," David Fitzgerald sums 
up, "is hoping to enhance his position 
when he buys consulting advice." Pre
cisely. And isn't ultimate success a 
compelling reason for giving the matter 
your full attention? • 

To order reprints of this 
article, see page 67. 
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Many publications report the business news. 
But only one goes one step farther and gives 
you vital business intelligence, the kind of 

information that is easy to understand, practical, 
immediately useful in the day-to-day operation of 
your business. That publication is nation's Business. 

We are published by the U.S. Chamber of Com
merce, the most powerful business voice in the 
world. We have more than 150 experts on our staff 
who constantly monitor all the government issues 
facing business: high taxes, excessive regulations, 
runaway federal spending, trade controls. We probe 

Intelligence 
Washington for the inside information you'll find 
nowhere else in the business press. 

Our readers are top management people, execu
tives who need to be ahead of what is happening in 
business and government. For them, Nation's 
Business is a must-read. They know we're on their 
side—we're the Business Advocate magazine. 

If you want more than just the business news, 
you should be reading Nation's Business. It's the 
only source of vital business intelligence. 

Subscribe today. Call Toll Free 800-228-5666. 

• k I H S^ SM ^ k The Business Advocate Magazine 

Nations Business 
A U.S. Chamber of Commerce Publication 
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38 Ways To Get Spending Relief 
By presidential request, business volunteers 

are offering prescriptions for government efficiency. 

IT MAY BE HARD for some 
bureaucrats to swal

low, but the President's 
Private Sector Survey on 
Cost Control has been of
fering medicine for run
away government spend
ing and staggering 
federal deficits that is like 
one of those cold-remedy 
capsules that goes off at 
intervals. 

Starting in early April 
and winding up late this 
month, the survey, headed 
by New York industrialist 
J. Peter Grace, is releasing 
38 separate reports on 
ways to conserve billions 
of dollars in federal opera
tions. Grace, who is chair
man of W.R. Grace & Com
pany, was appointed more 
than a year ago by President Reagan. 

An indication of how government has 
grown is that the so-called Grace Com
mittee is an army, compared with a pla
toon that looked into the workings of 
the federal government 30 years ago. 

In 1953 Congress commissioned a 12-
niember blue-ribbon panel, headed by 
former President Herbert Hoover, to 
recommend ways to make the govern
ment operate more efficiently. All 12 
were current or former federal offi
cials. They produced 1,632 pages in 19 
reports on government management 
Problems. 

Grace heads a volunteer team of 163 
leaders of private industry, supported 
by another 1,300 volunteer business ex
perts at work on 36 separate task 
forces. The first 11 Grace Committee 
reports alone consisted of 8,839 pages 
°f findings, with perhaps 20,000 pages 
more due by the end of June. 

One report in the first batch—it dealt 
with federal personnel management— 
was blasted by Rep. William D. Ford 
(O-Mich.), chairman of the House Post 
Office and Civil Service Committee, as 
the most outrageous piece of statisti

cal sleight of hand I have encountered." 
The report said that savings of $35 

billion, "fully supported by adequate 
documentation," can be achieved over a 
three-year period by cutting some of the 
federal work force and changing some 
retirement and insurance benefits. 
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J. Peter Grace heads the Private 
Sector Survey on Cost Control, 

now completing 13 months' work. 

George Bennett was part of the 
small army of private business 
experts involved in the survey. 

Ford said the Grace Committee re
port "manipulates selected data from 
old reports to support preconceived cost 
savings where little or none exist." He 
scheduled hearings for late in May to 
allow experts on the Grace Committee 
to rebut his charges. 

IT is "difficult to believe," Ford says, 
"that the group of top-drawer corpo

ration chiefs who worked on this report 
could produce such an unprofessional, 
unimaginative and misleading docu
ment. One has to wonder how much of 
the original work was laundered by 
overzealous political hands." 

George Bennett, who served as proj
ect manager for another of the Grace 
Committee's reports—on the Com
merce Department—says he is "sad
dened" by Ford's attitude, even though 
Ford's criticisms are not directed at the 
Bennett unit's findings. 

"The Commerce task force was very 
dedicated and conscientious—a biparti
san group," Bennett says. "In fact, I 
don't even know the political affili
ations of the 45 members of my team." 

Bennett is chairman of Braxton Asso
ciates, Inc., a Boston management con
sulting firm that specializes in corpo
rate strategy. One of his clients is 
Corning Glass Works. Grace named 
Amory Houghton, Coming's chief exec
utive officer, as cochairman of the task 
force to investigate the Commerce De

partment, and Houghton 
asked Bennett to run the 
task force. Bennett spent 
six months in Washington 
on the project; he donated 
his time. He also moved 
his family of four from 
their four-bedroom home 
in the Boston area to a 
one-bedroom apartment 
hotel in downtown Wash
ington. 

Other members of Ben
nett's team stayed at the 
same hotel. The bill was 
paid by Corning, says 
Bennett, who estimates 
that it came to at least 
$40,000 a month. 

Last June, at the outset 
of the Commerce Depart
ment study, Commerce 
Secretary Malcolm Bal-

drige assembled his assistant secretar
ies and explained that he wanted them 
to cooperate fully with Bennett's team 
by supplying documents and any other 
information requested. The team then 
was given offices in the department's 
main building. The team was made up 
of professional auditors, management 
consultants and analysts, and lawyers. 

"There was no second-guessing 
here," says Bennett. "Our team worked 
in the field and in Washington, where 
we could make first-hand observa
tions." 

In the end, Bennett's group reported 
that if its recommendations were fol
lowed, there would be $657.8 million in 
fully substantiated savings and in
creased revenues at Commerce over a 
three-year period. 

Bennett says one Commerce agency, 
the Economic Development Administra
tion, could save $60 million just by turn
ing back unspent money earmarked for 
projects that have been delayed four 
years or more. 

Such findings typify what Grace says 
the survey is all about: the need for 
better planning in government. 

"When 86 percent of everybody's tax
es is swallowed up in transfer pay
ments to other individuals," says 
Grace, "and only 14 percent pays for 
the actual cost of government, we are 
in a crisis." • 

—Seth Kantor 
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COMPARABLE WORTH: 

Thorny 
Wage Issue 

Equal pay for the same work is required 
by law. Should the requirement be 
extended to different jobs of equal 

value to the employer ? 
By Del Marth 

I T'S AN OLD STORY. Ginger Rogers was 
paid less than Fred Astaire. Golfer 

Patty Berg's winning purses were mi
nuscule next to Ben Hogan's. Bonnie 
got a smaller cut than Clyde. 

Today, as in the past, there is a big 
difference between what men and wom
en earn. And the difference may be 
growing, says the Women Employed 
Institute. 

The institute, a national organization 
devoted to concerns of working women, 
offers some statistics to prove it. For 
example, median earnings of full-time 
women workers today are 59 percent 
those of men ($12,000 versus $20,260); 
in 1955, women's earnings were 64 per
cent of men's earnings. The gap has 
widened, the institute says, even 
though working women today have as 
much education as working men—a me
dian of 12.8 years of schooling. 

According to the Bureau of Labor 
Statistics, women remain concentrated 
in jobs that have traditionally been re
garded as "women's work." 

Among the 42.7 million women hold
ing jobs in 1981, 14.6 million were cleri
cal workers. Another 3.7 million were 
nurses, health technicians and health 
service workers; 2.4 million were teach
ers; 1 million were service workers in 
private households and 3 million were 
food service workers. 

Men, in contrast, dominate profes
sional, technical and managerial posi
tions, according to the BLS. Women 
make up only 27 percent of managers 
and administrators. 

But how much of this difference is 
due to discrimination? And if there is 
discrimination, how effectively can it be 
attacked through federal law? The an
swers remain elusive. 

50 

Men and women in the same 
job, like these firefighters, 

can expect to get the same 
pay. Now the issue is pay 

for different jobs whose 
worth is comparable. 

In 1963, Congress 
passed the Equal Pay Act, 
which amends the Fair La
bor Standards Act by bar
ring sex-based discrimina
tion in employment. Two 
federal agencies—first 
the Labor Department 
and then the Equal Em
ployment Opportunity 
Commission—have been given the task 
of combatting such discrimination. 

Congress pursued an apparently sim
ple goal: equal pay for the same work. 
The idea is that if, say, a woman bus 
driver and a male bus driver work for 
the same employer, perform the same 
duties and have the same experience on 
the job, their pay should be equal. 

Nevertheless, applying that principle 
is not easy. 

Last December in San Francisco, a 
federal appeals court ruled against 
some women insurance agents; they 
had sued their employer because male 
agents were paid higher wages. In set
ting each agent's salary, the company 
had taken into account the agent's sala
ry history. The women argued that this 
was discriminatory under the Equal 
Pay Act because men's salaries have 
historically been higher than those of 
women doing the same work. The ap
peals court disagreed, saying: 

"The Equal Pay Act entrusts employ
ers, not judges, with making the often 
uncertain decision of how to accomplish 

business objectives.... A factor used 
to effectuate some business policy is 
not prohibited simply because a wage 
differential exists." 

If "equal pay for equal work" re
mains a slippery concept, that is even 
more true of the related concept of 
"equal pay for jobs of comparable 
worth." 

THE COMPARABLE WORTH concept de
mands more than paying an equal 

wage to people doing the same job. It 
demands that a worker in one category 
(word processing, say) and a worker in 
another job category (a welder, for ex
ample), working for the same company, 
be paid equal wages if both are per
forming work of comparable value to 
the employer. 

Strictly speaking, the sex of the 
workers involved is irrelevant; but usu
ally the supposed inequities involve sex 
discrimination. 

The comparable worth issue has sur
faced only in recent years, as more 
women have entered the work force, 
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more women's groups have been orga
nized and more women have been elect
ed to Congress. 

Last fall, three House subcommittees 
held four days of joint hearings on the 
comparable worth issue. The hearings 
Were chaired by three congresswom-
en—Reps. Patricia Schroeder (D-Colo.), 
Geraldine Ferraro (D-N.Y.) and Mary 
Rose Oakar (I)-Ohio). Rhetoric was pro-
"itoe, charts were numerous and agree
ment was unanimous that wage dis
crimination between the sexes does 
exist. 

But no agreement on policy to reme
dy such alleged discrimination came out 
°f the hearing, and the reason for that 
°ecame clear the first day. Comparable 
Worth, like beauty, is in the eye of the 
beholder. 

'The entire issue is overwhelming," 
said EEOC Chairman Clarence Thomas, 
^he commission has been unsuccessful 
a t developing a policy on comparable 
Worth, he explained, "because the law 
°n the issue is unclear to us and to the 
,egal community." 
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Many women complain that jobs 
traditionally held by men pay 
more than other jobs of equal 
value that are held by women. 

Besides, he added, wage discrimina
tion "is built into the entire wage-set
ting process in the economy"—by em
ployers who segregate occupations by 
sex, by males who in some cases refuse 
to work with females, by employers 
who discriminate in order to realize eco
nomic benefits (since women's bargain
ing positions are usually weaker than 
men's), by job descriptions that call for 
men or women applicants, and by preju
dice in boardrooms. 

"Both men and women tend to value 
men more highly than women," testi
fied psychologist Ann T. Viviano of 
Pace University. 

Some witnesses at the hearings saw 
pay inequities for jobs of comparable 
worth disappearing only if all jobs were 
no longer thought of as "women's jobs" 
or "men's jobs." A long-term proposi
tion, all agreed. 

A shorter-term solution has been of
fered by the National Academy of Sci
ences, an independent research insti
tute commissioned by EEOC to 
investigate whether appropriate job 
measurements can be developed. 

The academy suggests that each em
ployer use a single job evaluation sys
tem—uniform criteria that can be used 
to measure the value of all employes' 
jobs. "A single system would better fa
cilitate the comparison of jobs where 
comparable worth is an issue," it said. 

Lawrence Z. Lorber, a Washington 
attorney and former Labor Department 
official, contends that there may be 

only one feasible way for Congress to 
deal with comparable worth: a federal 
statute requiring employers to adopt 
such a single job evaluation system. 

But, he says, some questions must 
still be addressed before that course is 
adopted: "What would be the effect of 
a federally mandated job evaluation 
system, for example, on the lagging 
productivity we are facing? And what 
authority or expertise does the federal 
government have to prescribe the per
sonnel and compensation policies of al
most every employer in the country?" 

W ITHIN THE FEDERAL government 
itself, the agency that adminis

ters the civil service says it is already 
attacking wage discrimination through 
a job evaluation system. Donald J. De-
vine, director of the Office of Personnel 
Management, says OPM is dropping 
the old narrative descriptions of specif
ic jobs and is instead assigning numeri
cal point values to various job charac
teristics in order to determine grade 
levels and compensation. 

That may sound progressive, but 
OPM got into trouble with some wom
en's groups recently when it redesigned 
job qualifications for librarians—strip
ping the job of some of its credential 
requirements and proposing a lower en
try-level grade, GS-7 instead of GS-9. A 
lowered grade would have meant a low
er entry pay level. 

When the American Library Associa
tion pointed out that the GS-9 level still 
applied to civil servants with education
al requirements comparable to those of 
librarians—such as chemists and for
esters, professions dominated by men— 
OPM vowed to review its proposal. 

So even the adoption of a plan pro
moted as a cure for sex discrimination 
is not without its pitfalls. 

Some skeptics suggest that all such 
efforts may be addressing a problem 
that does not really exist. 

Says Arthur F. Rosenfeld, a labor 
law attorney for the U.S. Chamber of 
Commerce: "It has not been established 
that the disparity between what men 
and women earn is caused by sex dis
crimination." 

Equal opportunity and affirmative 
action programs "have made tremen
dous strides in creating equal access" 
to jobs by men and women, Rosenfeld 
says. When women can become plumb
ers as readily as they can become 
nurses, he continues, women have no 
ground for complaint when they choose 
jobs that are less highly valued in the 
marketplace. 

"If nurses seek wages comparable to 
plumbers' wages," he says, "let them 
become plumb« • 
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THE ENTREPRENEURS 

In the Vanguard off the Van Revival 

GOOD TIMES, Inc., of Arlington, Tex., 
was about to go under. Robert 0. 

Isham decided he could ease the firm's 
plight by resigning his position—presi
dent—because the owner could no lon
ger afford to pay his salary. 

The owner had a different idea: Why 
didn't Bob buy the company? 

Isham, a certified public accountant, 
knew all the numbers, and those num
bers definitely said no. He had joined 
Good Times three years earlier, in 1976, 
as its controller and had seen the com
pany decline. Instead of building cash 
reserves, the company, which special
ized in converting unfinished vans to 
comfortable recreational vehicles, had 
invested its profits in stripper oil wells, 
a hydroponic vegetable farm, and long-
horn and quarterhorse ranches. 

So when rising gasoline prices de
pressed sales of the gas-guzzling vans, 
Good Times had no reserves to fall back 
on while it rode out the downturn and 
adjusted to the changed market condi
tions. 

Isham and John Rushing, another of 
the company's executives, decided to 
take the plunge. They were confident 
that converted vans—outfitted with all 
sorts of luxury appointments and made 
popular by California surfers and hip
pies in the early 1970s—were not going 
to become museum pieces despite esca
lating gas prices and the vans' notori
ously low mileage. 

With $200,000 of their own money 
Isham and Rushing bought the assets 
of the van division (mostly raw materi
als, hand tools and office equipment). 
They used a $3 million loan from a local 
bank to buy the 300 unconverted vans 
the company had in its inventory. 

With 20 employes and rented space, 
Tra-Tech started business in July, 1979, 
working on one van at a time. Many 
times during the company's early days, 
Isham was at his bank's door first thing 
in the morning to borrow $3,000 to fin
ish one van. Then he turned into a sales
man, and if all went well, he was at the 
bank the following morning to make a 
$4,500 deposit. 

Isham and Rushing figured right— 
today's van owners come from all 
walks of life, and the vehicles are used 
for a wide range of activities, commer
cial and recreational. 

The new company, Tra-Tech, (short 
for transportation technology) broke 
even the first year with sales of $3.6 

52 

PHOTO: DAVID VALDEZ 

When gasoline prices skyrocketed, many people thought vans would soon disappear, 
but Robert Isham disagreed and started a van conversion firm in Texas. 

million. The following year sales were 
$8.3 million. Rushing retired in 1982. 
Isham became sole owner, and sales 
climbed to $19.7 million. This year 
Isham expects sales to approach $40 
million. 

"I have to thank Detroit," says 
Isham, who points out that American 
auto manufacturers, in their zeal to 
make smaller cars, essentially abol
ished the large station wagon. "There 
is no alternative to the van if you want 
to move seven or eight people," he 
says. "Downsizing, which we thought 
would hurt the van industry, actually 
became our salvation." 

Today's vans are "a far cry from the 
hippies' vans of the '70s," says Isham, 
whose company has adopted the tech
niques aircraft manufacturers use in 
making plastic panels for airliner interi
ors. He says, "Use of plastics and other 
weight-saving techniques has resulted 
in a weight reduction of about 40 per
cent, and that has increased gas mile
age significantly—from 11 miles per 
gallon to 17." 

The converted Chevrolet, GMC, Ford 
and Dodge vans are sold only to deal
ers. That is part of the contract Tra-
Tech has signed with the automakers, 
whose vans arrive at his plant with 
wooden crates in place of seats. A cus
tomized Tra-Tech van sells to consum
ers for between $16,500 and $20,000, 
depending on the accessories. 

Tra-Tech's Fort Worth plant turns 
out 18 converted vans a day. Plants in 

Atlanta and Pontiac, Mich., in which 
Isham is a partner, each produce five 
vans a day. Plastic panels for the van 
interiors are all made in the Fort Worth 
plant, which employs 88 workers. 

T HE ISHAMS and their three children 
live a few miles south of Decatur, 

Tex., where Bob Isham pursues his 
hobby, Texas history. His home is mod
eled after a cavalry officer's quarters 
of the 1870s. 

Isham, 44, grew up in Mexia, an early 
oil boom town in central Texas, where 
his family had settled soon after he was 
born. He got a degree in accounting at 
the University of Texas at Arlington, 
married the dean's daughter and 
earned his CPA. He went to work in 
Fort Worth for a national accounting 
firm; 10 years later he became a part
ner in the accounting firm of Robertson 
and Isham, and from there he went to 
Good Times. 

Isham no longer has to be at his bank 
when the door opens so he can borrow a 
day's worth of operating funds. His 
company is the largest van conversion 
operation in the United States and has 
made him a wealthy man. 

"It was a terrible situation," he says 
of Tra-Tech's earliest days. "I had nev
er been a salesman, but I became one 
very quickly." And one of the best, it 
volume is any proof—his corner of the 
market has increased tenfold in three 

O 
—Grover Heiman 
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TUNISIA 

An Ancient Land's Modern Glow 
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T UNISIA HAS BEEN a melting pot for 
many civilizations over thousands of 

years. It combines traditions with mod
ern potential and has long been a sym
bol of openness. 

Today, "Freedom, Order and Justice" 
is the country's motto. 

There are scores of reasons why 
Americans should select Tunisia for their 
investments and talents: 

• Remarkable political stability. 
• Strong performance of its economic 

sectors. 
• Attractive regulations for investment. 
• Excellent location, close to Europe, 

African countries and the Arab world. 
• Economic, social and commercial 

conditions conducive to smooth busi
ness operations. 

• Modern infrastructure. 
• Skilled workers, reasonable labor 

arrangements and wages. 
• Existing agreements with interna

tional organizations and most African 
and Middle Eastern countries. 

• International guarantees for foreign 
investments. 

• Pleasant living and working condi
tions. 

• Dynamic and forward-looking gov
ernment. 

Most important, Tunisia is one of 

BANQUE DE DEVELOPPEMENT ECONOMIQUE DE TUNISIE 

THE FIRST DEVELOPMENT BANK 
IN TUNISIA 

LONG TERM FINANCING 
EQUITY PARTICIPATIONS 

CAPITAL: 20,000,000 DINARS 

EQUITY PARTICIPATIONS: 18,180,000 DINARS 

LOANS, ADVANCES AND BONDS: 359,282,000 DINARS 

68, AVENUE HABIB BOURGUIBA. TUNIS. TELEPHONE: 245.600. 
TELEGRAM: BDETUN. TELEX No 12382 
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America's best friends and trading part
ners in the area. 

Political stability 
Under the leadership of President 

Bourguiba and since the country's inde
pendence in 1956, Tunisia's political sta
bility has been an asset leading to a 
thriving economy. Its policy has been 
friendship and cooperation with all coun
tries of the world, especially Arab and 
African countries, and progress through 
an economic, political and social system 
based on individual freedom, incentives 
and responsibility. 

Strong economic performance 
Although worldwide inflationary and 

recessionary trends have led to a steady 
worsening of the economies of many 
U.S. trading partners, Tunisia's economy 
entered 1982—the beginning of its sixth 
five-year development plan—with a 
strong economic performance. The 
growth rate of the gross national product 
(at fixed prices) reached 6.3 percent, 
and the prospects for the Tunisian econ
omy are favorable. 

The country's new five-year develop
ment plan envisages total investments 
of 8.2 billion Tunisian dinars (U.S.$16 
billion). This plan is expected to yield an 

average annual G.N.P. growth rate of 6 
percent in real terms and a major im
provement in living standards. The plan 
assigns top priority to the industrial sec
tor and to tourism. 

The manufacturing industries have 
been allocated 1.6 billion dinars. Empha
sis has been put on the mechanical, elec
trical and textile industries. Allocations for 
the manufacturing sector account for 19 
percent of the development plan's total 
investments. More than 109,000 jobs are 
expected to be created—about 40 per
cent of total jobs planned. 

Today Tunisia is linked with all Euro
pean, West African and Middle Eastern 
countries through a modern, automated 
communications system, thus making it 
an efficient location for manufacturers 
wanting to sell their products overseas. 

However, Tunisia's imports had to in
crease in recent years to meet its devel
opment plans. This generated in 1981 a 
deficit in the balance of trade totaling 
686,000 dinars (about $1 billion, with ex
ports of $2 billion and imports of $3 bil
lion). This deficit is likely to stay at the 
same level in 1983, despite an estimat
ed 40 percent increase in imports, 
thanks to an increase in exports. 

The major sources of foreign currency 
in Tunisia in 1982 were as follows: 

• $1 billion frorn exports of petroleum. 
• $950 million from exports of agricul

tural and industrial products. 
• $500 million from tourism. 
• $300 million from remittances by 

Tunisians working abroad. 

Investment incentives 
To ensure the success of foreign in

vestors, the Tunisian government creat
ed a number of specialized corporations 
and government agencies to assist busi
ness people in all economic sectors. 
Such corporations include: 

• Agency for the Promotion of Invest
ments (API) and the Industrial Real 
Estate Agency (AFI) for the industrial 
sector. 

• National Office of Tourism (ONTT). 
• Agriculture Investment Promotion 

Agency (APIA). 
• Tunisian Enterprise for Petroleum 

Activities. 

Manufacturing industries 
The government issued two laws for 

the manufacturing industries. Public Law 
72-38 created the Agency for the Promo
tion of Investments and introduced spe
cial incentives for export-oriented indus
tries. Public Law 81-56, June, 1981, 
introduced investment incentives in the 

Domes are a common sight in Tunisia. 
fes. 
Museums contain Roman mosaics. There is a Roman coliseum at El Djem. 

Tunisi 
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an handicrafts are widely heralded. Ornate doors are a national tradition. Port El-Kantaoui has a famed golf course. 
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banque tuniso-koweitienne de developpement 

B.T.K.D. 

CAPITAL: 100 million Tunisian Dinars (US DLRS 160 million) 

HEADQUARTERS: 3, AVENUE JEAN JAURES, TUNIS 

TELEX: 13943 

The B.T.K.D. is a development bank owned equally by Tunisian and 
Kuwaiti institutions. Staffed with a team of well-experienced engineers and 
economists and managed by a talented Board of Directors. 

If you have the know-how or the capital to invest: 

B.T.K.D. will: 

— provide needed studies 
— finance your projects 
— assist you as a partner in joint 

ventures 
— provide equity and long-term 

loans 

B.T.K.D. will act with a true 
pioneer spirit to support and secure 
your industrial or agricultural in
itiative in Tunisia. 

Banque de Tunisie et des Emirats d'lnvestissement 
Tunisian and Emirates Investment Bank 

Capital: T.D. 50,000,000 

Shareholders: 

— Ministry of Finance and the 

Central Bank of Tunisia: 50% 

— Abu Dhabi Investment Authority: 50% 

As banker, investor or joint venture partner, BTEI provides all 

investment services in Tunisia and Arab markets. 

'o,e,*As BANQUE DE TUNISIE ET DES EMIRATS D'INVESTISSEMENT 

5 bis, Boulevard Philippe Thomas - Tunis 1002 

Tel.: 282.311, 282.522, 282.966 - Telex: 13386 BTEI 
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TUNISIA 
manufacturing industries and put in place 
the basis for industrial decentralization. 

The Agency for the Promotion of In
vestments was created in April, 1972, as 
a government agency under the aegis of 
the Ministry of National Economy. It ex
amines proposals for industrial projects, 
assists entrepreneurs with implementing 
their projects, conducts studies and acts 
as the sole intermediary between the 
government and the investor. This agen
cy handles all investment requests and 
should answer them within a month. The 
agency offers the services of its 250 
specialists free of charge. 

From 1973 to 1981, more than 6,500 
industrial projects representing invest
ments of over 2.7 billion dinars were 
authorized by the agency; 300 of these 
projects are fully export-oriented, and 
about 135 were with West German inves
tors. The API's board of directors includes 
representatives of the Prime Ministry and 
the Ministries of Economy, Finance, Agri
culture, as well as the Central Bank. For 
that reason, the endorsement of API's 
board of directors means the go-ahead of 
all government departments. 

Public Law 72-38 introduced the fol
lowing investment incentives for export-
oriented industries: 

• Exemption from income tax for the 
first 10 years (which is 40.1 percent of 
net profit) and a reduced income tax rate 
of 10 percent for the next 10 years. 

• Exemption from customs duties for 
all raw materials and semifinished mer
chandise necessary for production and 
export of the finished products. 

• Freedom to transfer all profits and 
capital. 

• Opportunity to choose a manufac
turing location anywhere. 

• Foreign investors may own 100 per
cent of equity. 

Public Law 81-56 encourages the pro
duction of manufactured products and 
the decentralization of industries. The 
law encourages foreign participation in 
the transfer of technology and the ex
pansion of foreign markets and requires 
a minimum of 50 percent of the invested 
capital to be Tunisian. Incentives vary, 
depending on the number of jobs creat
ed and the location of projects within 
five industrial zones (from Zone 1, which 
includes the major cities Tunis—the cap
ital, shown on page 53—Sousse and 
Sfax, to the other four Zones, which di
vide the rest of the country). Incentives 
include: 

• Income tax exemptions from 40 to 
90 percent, based on the number of jobs 
created, and for 5 to 10 years, depend
ing on the industrial zone. 

• Full payment of infrastructure costs 
by the government for all projects that 
are located within the areas already de-
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veloped by the Industrial Estate Agency 
(AFI). If projects are to be located out
side the AFI areas, prior approval is 
needed from the agency to nave infra
structure costs paid by the government. 

• An investment grant of 500 to 1,000 
dinars for each job created. 

• Taxation of profits at a reduced rate 
of 20 percent for corporate income tax. 
This incentive is applicable to the per
centage of the overall profits equal to 
the percentage of export sales. 

• Exemption from customs duty for all 
production equipment. 

Tourism 
Record progress has been made in 

tourism in the last 20 years. The number 
of hotel beds has risen from 4,000 in 
1962 to over 80,000 in 1982, and the 
number of tourists has increased from 
40,000 to 2 million during the same peri
od. Tourism provides 30,000 jobs direct
ly. If all support industries, such as agri
culture, transportation, construction and 
handicrafts are included, over 100,000 
more jobs indirectly benefit. 

Although 350 hotels exist in Tunisia 
today, the 1982-1986 development plan 
estimates that more than 40,000 addi
tional beds will be needed. The govern
ment began to develop tourism in the 
1960s by constructing hotels and en
couraging participation of the private 
sector, which has now taken the lead 
and owns 90 percent of the hotels. 

The Hannibal Palace Hotel and Port 
El-Kantaoui are outstanding examples of 
the cooperation between Tunisia and 
Saudi Arabia, Kuwait and the United 
Arab Emirates in developing resort com
plexes. The Hyatt Hotel Corporation is 
also developing projects in Tunisia. 

To aid potential investors, the Tourism 
Real Estate Agency, a nonprofit organi
zation, was created under the Ministry of 
Economy. Its major responsibility is to 
provide investors with needed land and 
act as a liaison with the government. 

To encourage investment, the govern
ment issued several laws and regula
tions in the early '70s. They apply equal
ly to Tunisian and foreign investors and 
have to do with the following: 

• Land. Since investors in the tourism 
sector need large areas to build their 
facilities, it was decided that the value of 
the land should not exceed 5 percent of 
the project's total value. A maximum of 
US$10 per square meter is charged for 
Prime beach locations. 

• Infrastructure. Provided free of 
charge by the government, it includes 
roads and airports, sewage systems, wa
ter, electricity, telephone and telex. To 
Protect Tunisia's valuable beaches, all 
s®wage systems are directed towards 
the interior. A maximum of a one-hour 
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EXPAND YOUR MARKETS FROM 
TUNISIA 

A PROFIT CENTER FOR 
MANUFACTURING INDUSTRIES 

Through: 
• Tax Incentives and Free Customs Duties. 
• Free Repatriation of Profits and Capital. 
• Highly Skilled Labor and Competitive Wage Scales. 
• Preferential Trade Agreements with European, 

Middle Eastern and African Countries. 

For more information, contact: 
Agence de Promotion des Investissements (API) 

7, Rue du Royaume de L'Arabie Seoudite 
1002 Tunis Belvedere 

Tunisia 
TEL: 282.155 TELEX: 12166 APRIN 

API is a one-stop, free-service government agency, dedicated to 
promoting industrial investments in Tunisia. 
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TUNISIA 
drive connects any of Tuni
sia's five international air
ports with any tourist area. 

• Financing. According 
to the law, investors must 
provide at least 40 percent 
of the invested capital, and 
60 percent can be fi
nanced from Tunisian or 
overseas sources. Owner
ship can be 100 percent 
foreign. 

• Financing condi
tions. Loans in Tunisia are 
long-term (14 years), with 
12 percent interest and 
two years grace period. 
Three percent of the 12 
percent will be paid back by the govern
ment to the investor, in addition to all 
expenses for feasibility studies (provided 
they were conducted by a Tunisian con
sulting firm). The law requires a Tunisian 
consulting firm and contractor. 

• Transfer of capital and profits. In
vestors are guaranteed transfer of all 
their invested capital and profits without 
limitations. The Central Bank authorizes 
such transfers without any delays. 

In addition to these incentives: 
• A budget of more than $7 million is 

allocated for overseas promotion of 

Many foreigners enjoy Tunisian hotels. This scene is at Sousse 

tourism. Government tourist offices are 
operating in Europe and elsewhere. 

• Tunisia is a signatory to the World 
Bank's agreement guaranteeing foreign 
investments and to a bilateral agree
ment with the Overseas Private Invest
ment Corporation (OPIC). 

• Seven hotel schools and institutions 
provide the industry with hundreds of 
graduates every year. 

Banking 
During the last decade, Tunisia has 

eased its exchange control system, 

strengthened the capital 
base of existing commer
cial banks and created five 
joint development banks. 

Thanks to the country's 
political stability, sound 
and careful management 
of foreign debt and foreign 
exchange reserves, Tuni
sia enjoys a prime risk rat
ing in the international 
business community. 

The minimum capital al
lowed for commercial 
banks is now at 5 million 
dinars and will be raised to 
10 million dinars before the 
end of 1986. 

In addition to the commercial banks, 
eight development banks operate today 
in Tunisia. They specialize in equity par
ticipations and medium- and long-term 
loans to public, semipublic and private 
projects. Three banks are Tunisian: Ban
que de Development Economique de 
Tunisie (BDET), Compagnie Financiere 
Immobiliere et Touristique (COFIT) and 
Bank for Agricultural Development. Five 
are partnerships between Tunisia and 
each of the following: Saudi Arabia, Ku
wait, United Arab Emirates, Qatar and 
Algeria. • 

INDUSTRIES MECANIQUES MAGHREBINES 
IN ASSOCIATION WITH 

GENERAL MOTORS CORPORATION 
WORK FOR THE FUTURE OF INDUSTRY IN TUNISIA 

A FACTORY FOR ASSEMBLING: ISUZU SMALL TRUCKS AND OPEL CARS 

II e 
• CAPITAL: 5 MILLION DINARS 

—AFRIQUEAUTO 513 
—G.M 20% 
—ISUZU 10% 
—TUNIS KUWAIT 

DEVELOPMENT BANK 15% 
UNION OF INTERNATIONAL BANKS 2% 

—UNITED BANK OF 
COMMERCE AND INDUSTRY 

• PRODUCTION 

—6,000 UNITS IN 1984 
—15,000 UNITS IN I9S7/88 
• EMPLOYMENT 

—2,000 WORKERS 

2% 
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Where 
Taxpayers 
Square Off 

With The 
Collectors 
IRS can be sued easily 

and cheaply (unless you 
lose) in this tribunal, and 

more and more people 
are doing it. 

By Tony Mauro 

THE TAX DEDUCTION seemed reason
able enough to B.C. and Karen 

Cole, who were about to take over man-
cement of a store in a summer resort 
near Shelton, Wash. They lacked busi-
ness experience, so they visited owners 
of other resort businesses on the West 
Coast, then deducted as a business ex
pense their $2,300 in travel costs. 

The Internal Revenue Service did not 
•'ke that idea and hit the Coles with a 
notice of tax deficiency. But the Coles 
stuck to their guns and, like more and 
more taxpayers these days, turned to 
the U.S. Tax Court for a decision. The 
court sided with IRS. 

"While we compliment petitioners on 
availing themselves of every opportuni
ty to enhance their business," the court 
said in February, "we are not persuad-
e°- that business was the primary pur-
Pose for their trips." 

TONY MAUKO is the Supreme Court 
reporter for Gannett Newsservice, 
" A T I O N ' 8 B U S I N E S S • J U N K 1968 

Last year 30,775 taxpayers like the 
Coles took a trip to the Tax Court in a 
battle to beat IRS or at least make it 
fight for every dime it gets. That is 
nearly double the number that sued in 
the court a mere four years ago; the 
increase has led to a backlog of more 
than 50,000 pending cases. 

Those logjammed cases involve more 
than $7.2 billion in unpaid, disputed tax
es. If past patterns hold, IRS eventual
ly will recover about 30 percent of that 
amount. 

The names of the famous and not-so-
famous are in the annals of the court. 
Actress Elizabeth Taylor and "happy 
hooker" Xaviera Hollander have fought 
alleged tax deficiencies there, as have 
civil rights leader Roy Innis and news
man Mike Wallace. 

Corporate taxpayers take their cases 
before the court as well. The Raymond 
Bertolino Trucking Company, of Akron, 
Ohio, recently defended an unusual 
business deduction it had taken in 1977 
and 1978—the more than $80,000 it had 
paid in kickbacks to win a hauling and 
excavation contract for a local shopping 
center. The Tax Court said such pay
ments could not be deducted from in
come because the company had not 
shown they were "ordjnary or custom
ary." 

Exotic or routine, all CMOS at the 
court start the MUM way—with the is
suance of an IRS notice of deficiency. 
Those notices usually are issued only 

Chief Judge Theodore 
Tannenwald, Jr. : Recent 
tax laws will add to the 
crush at the Tax Court. 

after earlier appeals and 
negotiating procedures 
have failed, but they do 
not mean that IRS has 
given up hope of settling 
with the taxpayer. 

In fact, about 80 per
cent of the suits filed at 
the Tax Court are settled 
before they reach trial 
stage. And the taxpayer 
usually does better by set
tling. Court statistics 
show that, in cases settled 
before trial, IRS recovers, 
on average, less than 30 
percent of the tax money 
it claims; at trial, IRS does 
better, recovering close to 
half. 

Ninety percent of all lit
igated tax disputes go be
fore the Tax Court. You 
may fight IRS in a U.S. 
District Court or in the 

PHOTO OAVID VALDK U.S. Court of Claims, but 
there is a hitch. At those 

courts you must pay the tax first and 
then sue for a refund; at the Tax Court, 
you sue IRS without paying first. 

FOR YEARS, when IRS charged low 
interest rates on overdue taxes, 

there was a strong incentive to go to 
the Tax Court. "When the government 
interest rate was lower than the pre
vailing interest rates, in a sense it paid 
not to pay your taxes and to go to the 
Tax Court instead," says Andrew Sing
er, tax expert at the Washington law 
firm of Covington & Burling and a for
mer Tax Court law clerk. 

Since 1981 IRS has been charging 16 
percent interest; Singer thinks that the 
incentive to sue has thus been dimin
ished and that filings will taper off. 

But other unique features of the Tax 
Court make suing IRS easy: 

• The court comes to you. The court's 
19 permanent judges and 10 special tri
al judges are based in the nation's capi
tal but travel to 102 cities around the 
country to hold trials. 

• In cases involving $5,000 or less in 
disputed taxes, suing is cheap (it costs 
$10 to file), and trials are informal. 
Says longtime court clerk Charles Ca-
saz/.a: "Strict rules of evidence are not 
imposed in small cases. A high percent
age of the taxpayers represent them
selves, and they are encouraged to do 
SO." The filing fee rises to $60 for cases 
involving more than $5,000. 

• Under rules that take effect later 
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PRODUCTIVITY SUCCESS 
IN JAPAN 

A SPECIAL EXECUTIVE SEMINAR AND PLANT TOUR HIGHLIGHTING 
JAPANESE METHODS, TECHNOLOGIES AND MANAGEMENT STYLES 

LV: San Francisco 
October 8 , 1 9 8 3 

RT: From Tokyo 
October 2 2 , 1 9 8 3 

Japan's productivity success is the 
envy of the industrialized world. How do 
they do it? Can we separate the myths 
from the realities? Are the Japanese fast 
becoming the most productive nation in 
the world? 

The U.S. Chamber believes there are 
lessons to be learned from an intensive 
study of Japanese personnel manage
ment and labor relations styles, and pro
duction control and technology systems 
such as Kanban, robotics and advanced 
automation. 

The U.S. Chamber, in conjunction 
with the Japan Productivity Center, will 
once again conduct a two-week industrial 
study mission to Japan. The study mis
sion will include a special "envoy" . . . a 
Japan-based American whose knowledge 
of business as well as the Japanese lan
guage will provide "experienced inter
pretation" of the Japanese business per
spective. Tour participants will: 

• Meet with U.S. embassy officials 
and executives with the American Cham
ber of Commerce in Japan. 

• Visit with executives and labor 
leaders from a cross-section of the Japa
nese business community. 

• Meet in the field with Domei (the 
Japanese Confederation of Labor) and 
Nikkeiren (the Japanese Federation of 
Employers' Associations) to discuss QC 
circles, zero defect groups, JK activities 
and other ways to motivate personnel 
and maintain effective labor-manage
ment communications. 

• Take a first-hand look at Japanese 
"state-of-the-art" plants utilizing pro
duction control systems, CAD/CAM, the 
flexible manufacturing system, auto
mated assembly lines and industrial 
robots. 

In addition to seminars and factory 
visits, there will be ample opportunity 
for participants and their spouses to 
tour Tokyo, Kyoto and Nara, Japan's an
cient capital. 

For more information, write: 

Dr. John Volpe 
Director, Productivity Center 
U.S. Chamber of Commerce 
1615 H Street, NW 
Washington, D.C. 20062 

or telephone (202) 463-5620. 
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this year, taxpayers who win their 
cases against IRS can have their attor
neys' fees paid by the government. 

Why has the Tax Court, established 
in 1924, become so popular? 

Aside from the ease of filing, and the 
attraction—until recently, at least—of 
not having to pay while the case is 
pending, some experts cite the complex
ity of tax laws and economic hard 
times. 

The Tax Court's chief judge, Theo
dore Tannenwald, Jr., told Congress re
cently that "the growing dissatisfaction 
of citizens with the tax system and the 
pressure upon them because of the cur
rent economic situation" have resulted 
in more IRS notices of deficiency and, 
therefore, more suits in his court. Tan
nenwald predicts a new spurt as dis
putes arise from 1981 and 1982 tax mea
sures. 

ANOTHER FACTOR is the proliferation 
i of tax shelters. Fully 30 percent 

of the court's backlog, according to Ca-
sazza, involves disputes between tax
payers and IRS over the legitimacy of 
tax shelters. One judge alone has 1,500 
cases on his docket involving tax impli
cations of so-called "London option" 
commodity tax straddles. 

In tax straddles, as Singer explains 
it, an investor makes what is essentially 
a paper transaction, purchasing options 
to buy and sell a commodity. He exer
cises one option in one year, to claim an 
ordinary loss for tax purposes, then ex
ercises the other option the next year, 
to post a gain. The advantage is that 
for the intervening year, he has use of 
money that would otherwise have gone 
to IRS. The Tax Court is weighing how 
these transactions should be classified 
for tax purposes. 

Tax protesters who challenge the le
gitimacy of the income tax itself ac
count for more than 5,000 cases pend
ing before the court. 

Recently Lawrence Maguire of De
troit brought one such suit, challenging 
the tax on his $21,293 annual income as 
an employe of the Grand Trunk West
ern Railroad Company. He claimed his 
income was not taxable because being 
paid money for labor represents an ex
change of property of equal value, with 
no gain on either side. The court ruled 
curtly: "It is well settled that wages 
received in exchange for services ren
dered constitute taxable income. To say 
any more on this issue would represent 
a waste of this court's resources." 

Singer thinks people are hooked on 
going to Tax Court, no matter what the 
issue. 

"People still go in there trying to de
duct their cats and dogs as depen
dents/' he says. "Taxpayers are less 
afraid to fight than they used to be. 
Now they want to say their two cents 
worth and tell the government off." D 

N A T I O N ' S B U S I N E S S • J U N E I * 8 8 



The Write Phone 
at the right price. 
If you aren't a business with an provided by the system's 
eye for considerable growth, 
you can stop reading now. This 
amazing telecommunications 
system is designed to add a 
whole new dimension to 
the facility with which 
Corporate America 
conducts business. 
It's a system that 
writes at the same 
time you talk. 

Connect with new
found cost efficiency 
and productivity with the 
"4-Sight" Connector. 
The system is called the 
UTX-1001:" Each telephone in 
the System contains its own 
microprocessor. As a result, 
only four small wires are 
required to connect your entire 
system. They provide voice, 
data, power and control signal
ling to every instrument. Every 
connection is made with the 
same modular connector. . . 
the "4-Sight". 

That means you can move 
any telephone, any attendant 
console, any data phone, any 
terminal anywhere. Just plug 
it in. Think of the time 
savings, efficiency and 
organization. Think how 
easy it is to enlarge or 
enhance your system as 
you grow and your needs 
change. That's why we call 
it the "4-Sight" Connector. 

Turn a single 
Phone number 
•nto five lines. 
A unique UTX-1001 
Mature provides you with 
UP to five lines using 
a single number. Each 
telephone in every office 
^comes greatly enhanced in 
terms of capacity and usability. 
Y°ur staff can better cope with 
communications Your customers 
on't get busy signals, because 

ln's capability is routinely 

software without 
additional cost 
to you. 

Your 
phone company can bill one 
number for the five lines you 
use. You save. 

Now, here's another exciting 
feature. When you don't or 
can't respond to a call, the 
UTX-1001 automatically 
forwards it to another station 
of your choice. No one is 
left hanging. 

Your system has twice 
the capacity waiting in 

the wings. 
The Central 
Equipment 
Cabinet that 
is installed as 
the hub of your 
UTX-1001 
system is a 
marvel. There 
is up to 500-
line capacity 
inside a unit that 
is actually 
smaller than a 
refrigerator. 
Modular panels 
inside make 

customization, up
dating or repair easy. Back-up 
systems take over in case of 
commercial power interruption 
and prevent system shutdown 
and loss of calls When your 

growth 
presses the 

need for additional 
lines, all that's needed is a 

second cabinet. It buttons in 
with the first to give you 
another 500 lines on the spot. 

Choose from a 
complete selection 
of station instruments 
with a wide range of 
capabilities. 
There are five phone units from 
which to choose. You can opt 
for up to 30 station features 
plus an additional 
23 attendant ^ 
features 
in your 
system. 

other tasks until your party 
answers the call. 

Here is a brief rundown on 
phone types available. The 

V LX-2 provides one or two 
\ communications lines, up 

to seven flexible feature 
keys and visual indi
cation of call status. 
The LX-5 gives you 

up to five lines, including 
intercom. Assign extension 
numbers to any or all of the five 
lines. As we said before, that's 
five lines for the price of one. 
Dial or speed dial without lifting 
the handset. The LX-15? Fif
teen lines. Now a secretary 
has message center capability. 
All calls in a department can be 
answered. There's also a 
speaker built-in. The LX-AC is 
the attendant console. It is a 
high-traffic 

\ 

When using 
aUTX-1001 
phone, there are no 
complicated codes or 
procedures to remember. 
Simply touch a clearly labeled 
key. The system does the rest. 
You can even dial without lifting 
the handset. Continue with 

controller, 
with visual 

"^mm^ call status 
readout; including source, 

number of calls waiting 
and the time. It automatically 

handles prioritized calls first in, 
first out. The LX-DATA Phone. 
Just plug a terminal into i t . . . 
anywhere in your operation... 
without software changes. 
Transmit voice or data or both 
simultaneously 

It all adds up to the Write 
Phone at the right time at the 
right price Call today! 

UNITED 
TECHNOLOGIES 
COMMUNICATIONS 
9130 Red Branch Road • Columbia. MD 21045 • (301)982-1622 
8214A Old Courthouse Road • Vienna VA 22180 • (703) 556-9282 
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MISSION: COMMAND A 
INTELLIGENCE SYSTEMS 

The nation with the most complete 
and timely intelligence, plus the 
ability to use it quickly, has a 
tremendous and sustained 
advantage. 

Goodyear Aerospace helps attain 
that advantage. High-resolution 
synthetic-aperture radar is a 
versatile image collection and 
targeting system operable day and 
night in all types of weather. 

Goodyear designed and manufac
tured wide-band data-links can relay 
intelligence from a multiplicity of 
sensors for timely exploitation. 
Goodyear intelligence information 
exploitation cells incorporate a 
usability involving human factors, 
equipment layout, maintainability 
and reliability developed over years 
of practical field experience. 
Automated interpretation provides 
the usable intelligence that puts you 
in command and control. 

Today: 
Shelter Systems 

ADVANCED SHELTER AND 
TRANSPORTER CONCEPTS: 
• Nuclear hardened, Armored, EMI/EMP shielded Access 
Denial, and CBR resistant capabilities. 
• Relocatable, transportable, and mobile. 
• Wide range of techniques and materials to meet the 
specific systems needs at lowest cost. 
• Vulnerability reduction and survivability improvement for 
critical weapon systems and C3 equipments. 
• Applicable to all types of surveillance systems, 
communications, maintenance and personnel 
deployment needs. 
WASH/E/12 
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MD CONTROL-
BY GOODYEAR 

ADVANCED RADAR CONCEPTS: 
Self-generated illumination for day/night, all-weather 

reconnaissance. 
Real-time onboard processing utilizing high-speed customized 

^crocircuits. 
Constant scale, high-resolution, real-time intelligence images. 
*'°ng-range standoff capability when used in side looking mode. 
Adaptable to forward-looking modes for reconnaissance, 

Suid 
G 

Goodyear Aerospace has a corporate 
commitment of capital investment, 
to assure success in the years ahead. 

locray: New Advanced 
Projects Development Facility 

NEW INVESTMENTS 
SUPPORTING 
IMPROVED 
PRODUCTIVITY 
OBJECTIVES: 
• Image Processing and Exploitation 
Laboratory 
• Radar Interpretation/Training 
Facility 
• Flying Radar Test Bed 
• Autonomous Target Recognition 
Research Laboratory 
• Laser Scanner Laboratory 

• • I 'YEAR 
ance or targeting. 

^()mplementary to other imaging Benson. 
c applicable to demanding environments as well as 
figurations requiring tight packaging. 

AEROSPACE 
WASH/E/13 



ALL THESE LOCAL BUSINESSES THOUGHT 
THEY COULD ONLY AFFORD NEWSPAPER ADS 

UNTILTHEY DISCOVERED MNI. 

<W>»«A» —*t 
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Despite appearances, this is no ordinary group of magazine ads. 
They're full-color ads for local insurance companies, car dealers and menswear retailers 

that appeared alongside messages from corporate giants in Time. 
Ads for neighborhood banks that benefited from the sober respectability of BusinessWeek. 
Local real estate brokers who addressed a clientele within a 5-mile radius in the glossy 

pages of House Beautiful. 
How? Media Networks, Incorporated (MNI) inserts your local ad into over 15 prestigious 

national magazines only where your customers live. That makes the ad efficient and 
the national magazine affordable. 

For further information, contact Joe Sheridan at (312) 828-9810. 
rk. NY 10016 



TheCPO" 
How well does your health care 
coverage measure up? 

There's the CFO—your company's Chief Financial Officer-
telling you to help improve the cash flow. Putting you, the health care 
benefits manager, and your health care insurance company to the test. 

His question: "Can you arrange for flexible payments so we 
don't have to pay a lot of money when we can afford it least?" 

Talk to a Blue Cross and Blue Shield Plans representative. 
We have one of the most advanced teleprocessing systems in 

the industry. It lets us offer flexible payment arrangements that help 
your cash flow. Exactly what your CFO appreciates and wants. 

Call Blue Cross and Blue Shield at 479-6500. Learn how we 
can keep your management and employees happy with flexible 
financing arrangements; minimum paperwork; customized benefit 
programs; and more. 

Call now—before your company's CFO puts you to the test. 

Blue Cross 
Blue Shield 

Group Hospitalization, Inc., Medical Service of D.C. 
The Blue Cross and Blue Shield Plans of the National Capital Area 
550 12th Street. SW., Washington, D.C. 20024 c1983GHi MSDC 
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mkWW 
Looking better all the time. 
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Read between these lines 
And you will discover 85 good reasons to protect large, dead trees. Each bird listed here 
Black-bellied whistling duck. Wood duck. Common goldeneye. Barrow's goldeneye. Bufflehead. Hooded merganser, Common merganser, Turkey 

nests in cavities formed in dead and dying trees. When these trees are removed, natural 
vulture. Black vulture. Peregrine falcon. Merlin. American kestrel. Barn owl. Screech owl. Whiskered owl, Flammulated owl, Hawk owl. Pygmy owl, 

systems are disturbed. Often, the more adaptable cavity-nesters, such as starlings and 
Ferruginous owl, Elf owl. Barred owl, Spotted owl. Boreal owl. Saw-whet owl. Chimney swift, Vaux's swift. Coppery-tailed trogon. Common flicker, 

house sparrows, move into man-made structures. But others, such as bluebirds and 
Pileated woodpecker. Red-bellied woodpecker. Golden-fronted woodpecker. Gila woodpecker, Red-headed woodpecker, Acorn woodpecker, Lewis' 

woodpeckers, will simply be driven away. 
woodpecker. Yellow-bellied sapsucker. Williamson's sapsucker. 

Traditional forest management removes old trees (foresters call them "snags") from 
Nuttail s woodpecker. Arizona woodpecker, Red-cockaded woodpecker. White-headed woodpecker, Black-backed three-toed woodpecker, 

woodlands. In cities, parks departments normally cut them down and haul them away. 
woodpecker. Ivory-billed woodpecker. Sulphur-bellied flycatcher, Great-crested flycatcher, Wied's crested flycatcher, Ash-throated flycatcher, 

Suburbanites often consider them eyesores and quickly prune them away. In fact, there 
Olivaceous flycatcher. Western flycatcher. Violet-green swallow, Tree swallow, Purple martin, Black-capped chickadee, Carolina chickadee, Mexican 

aren't many places in America where these decaying relics are tolerated. And that's one 
chickadee. Mountain chickadee. Boreal chickadee. Chestnut-backed chickadee. Tufted titmouse, Plain titmouse. Bridled titmouse, White-breasted 

of the reasons why so many cavity-nesting birds have disappeared. 
nuthatch. Red-breasted nuthatch, Brown-headed nuthatch, Pygmy nuthatch, Brown creeper. House wren. 

Their loss is more than an aesthetic undoing. The great majority of cavity-nesting birds 
Bewick's wren. Carolina wren. Eastern bluebird, Western bluebird, Mountain bluebird. Starling. Crested myna, Prothonotary warbler, Lucy's warbler, 

are insectivorous. They are important in controlling many nuisance insects, such as 
House sparrow. European tree sparrow. Black-bellied whistling duck. Wood duck, Common goldeneye. Barrow's goldeneye, Bufflehead, Hooded 

mosquitoes and flies—and they also help to protect forests by dining on gypsy moths and 
merganser. Common merganser. Turkey vulture, Black vulture, Peregrine falcon. Merlin, American kestrel, Barn owl, Screech owl, Whiskered owl, 

woodboring beetles. Furthermore, cavity-nesting birds tend to be resident species rather 
Flammulated owl, Hawk owl. Pygmy owl, Ferruginous owl, Elf owl. Barred owl. Spotted owl. Boreal owl. Saw-whet owl, Chimney swift, Vaux's swift, 

than migrants, so we benefit from their presence all year long. 
Coppery-tailed trogon, Common flicker. Pileated woodpecker. Red-bellied woodpecker. Gila woodpecker, 

Mother Nature recommends that large, dead and dying trees should be left alone 
Acorn woodpecker. Lewis woodpecker. Yellow-bellied sapsucker, Williamsons sapsucker. Hairy woodpecker, Downy woodpecker, 

whenever possible. They are vital not only for birds, but also for other creatures which 
Ladder-backed woodpecker. Nuttall's woodpecker, Arizona woodpecker. Red-cockaded woodpecker, White-headed woodpecker, Black-backed 

depend on them—from squirrels and raccoons, to 
three-toed woodpecker. Northern three-toed woodpecker, Ivory-billed woodpecker, Sulphur-

the soil itself, which benefits as the tree gradually 
bellied flycatcher. Great-crested flycatcher, Wied's crested flycatcher, Ash-throated 

decomposes, the way Nature intended. So if you have 
flycatcher. Olivaceous flycatcher. Western flycatcher. Violet-green swallow. Tree swallow, 

one of these old-timers near your home, and it isn't 
Purple martin. Black-capped chickadee. Carolina chickadee. Mexican chickadee. 

threatening to fall and cause damage, let it be. 
Mountain chickadee. Boreal chickadee. Chestnut-backed chickadee 

Friends of Animals also believes that there are many other 
things that Americans can do to protect Nature. If you'd like to 
learn more about us and our projects, just send us your name 
and address. 

ANIMALS. ANIMALS- © Zig Leszczynski 

FRIENDS OF ANIMALS, INC 
A Non-Profit Organization 
11 West 60th St., New York, N.Y 10023 
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Welcome 
to 

sUperGtyUSASM 

"ds Super Attractions. 
where else will you find 
2>000 lakes ...132 golf courses.. 
c°ncerts under the stars... 
n$tionally ranked restaurants... 
ar?d a foreign country just 
l°ross the Detroit River? 
Nowhere else but SuperCityUSA! 

S{JperCityUSA has style. 
(Ts cool jazz at the Montreux-Detroit International Jazz 
[Gstival. Sailboats on Lake St. Clair. A 67-yard 
l0uchdown pass at the Pontiac Silverdome. An open-air 
^srket in sight of downtown Detroit. It's a style, a flair, a 
jQsling you only get in SuperCityUSA. 

^ Super Guide to SuperCityUSA. 
^ow yOU can fjncj out wno i0 fak for what's for dinner 
••^here to stay.. .and how to enjoy SuperCityUSA 

... whether for business or pleasure. Just fill out the handy 
coupon below and receive an information-packed guide to 
the Greater Detroit Area from the Metropolitan Detroit 
Convention & Visitors Bureau. 

i Free! Super Information! 
J Visitor's Information 

, Check one above Name 
' and mail to 
| MDCVB 
i 100 Renaissance Ctr. 

I Meeting/Convention Planning Information 

Suite 1950 
I Detroit. Ml 48243 

Address 

City -State. .Zip. 

Greater Detroit is Su 
SuperCityUSA and SuperCityUSA & Design 

are service marks of the Metropolitan Detroit Convention 4 Visitors Bureau 

perptvJJSA 



Because his methods require 
hours of hand work, it takes up to 
three times longer for the Jeffrey 
Bigelow Design Group to create a 
piece of fine Acrylic furniture. 

"There's just no other way to 
do it," says Jeffrey. 

From apprentice to designer 
and businessman, he took his vision 
and created pieces exhibited at 
The Renwick Galleries. 

"I sign and date every piece 
not because I think of them as art, 
but because I'm satisfied they can't 
be done any better." 

He's opening a showroom at 
the D.C. Design Center and dou
bling his staff to 20 employees. A 

small expansion for some, a big 
step for his firm. 

"I went with a small bank in 78 
and liked it. But it was sold off and I 
was stuck with strangers who knew 
nothing about my business. 

"At The Business Bank, you 
know up front they're going to be 
involved. The day after we met, 
Pete, their president, came out, 
spoke straight from the cuff and 
impressed the hell out of me. He 
saw my financial needs better 
than I did. 

"It's nice to be able to go one 
on one with The Banker. Not some 
guy five links down the chain. 

"Our approach to this business 
is an old-world philosophy applied 
to a modern medium. Do a perfect 
job on a limited level. You can't be 
all things to all people. 

"That's the way I see The Busi
ness Bank. They don't want every
one's business. And that's a great 
reason to give them my business." 

Call Pete Jewell, President, at 
The Business Bank today. 734-0070. 

Ihe Business BanK 
Recognizing a need. And filling it-

8399 Leesburg Pike, P.O Box 398. Vienna, Va 22180 



TO YOUR HEALTH 

Summer Remedies: Not So Hot 
The truth about five Ideas we grew up with. 

By Gabe Mirkin and Mona M. Shangold 

SUMMERTIME means fun and relax
ation for most of us, but if we 

choose the wrong method of adapting 
to high temperatures, we can run into 
trouble. Many of us grew up with erro
neous ideas about summer health and 
comfort. These are some of the myths 
that should be put to rest: 

Myth No. 1: You should take salt 
tablets to replace the salt lost in perspi
ration. 

Fact: Salt tablets are dangerous, 
even for people who exercise heavily 
and perspire profusely. 

Compared with blood, perspiration 
contains proportionately more water 
than salt. As a result, the salt concen
tration of your blood rises when you 
perspire. Taking salt tablets raises this 
concentration even higher, thickening 
your blood and increasing the risk of 
blood clots. Such clots can cause heart 
attack, stroke, kidney failure, blindness 
and even death. 

Occasionally, your body will crave 
salt if you need more than you have, 
and you can remedy that by eating 
salty foods like cheese, crackers and 
Pretzels. However, most cravings for 
salty foods are not a signal of salt defi
ciency. Usually, you get more than 
enough salt in your normal diet. In fact, 
niost of us consume far too much salt, 
and adding more to the diet may predis
pose some of us to develop-
*ng high blood pressure. 

Myth No. 2: Lying in the 
sun can prepare you for ten
nis or other hot weather 
sports by helping your body 
adapt to the heat. 

Fact: Inactive heat expo
sure won't work. Heat accli
matization is the process by 
which your body adapts to 
not weather. You want your 
heart rate and body tempera
ture to remain lower during 
e*ercise in the heat than they 
would have before this adap-

GABE MIRKIN, M.D., is a na
tionally syndicated colum
nist and broadcaster. MONA 
SHANGOLD, M.D., is assistant 
Professor of obstetrics and 
gynecology at Cornell Uni-
versity Medical College. 

N A T I O N S BUSINESS 

tive process took place. You also want 
your body to begin sweating sooner as 
your temperature rises and to continue 
sweating at a faster rate throughout 
the exercise, in order to cool your body 
more. 

The best way to adapt yourself is 
simply to do whatever you normally 
would—bicycle, jog, play tennis or pad-
dleball or do any exercise that causes 
you to perspire. (Golf may not be active 
enough.) The adjustment period usually 
takes four to eight days. 

If you plan to head south for a tennis 
vacation next winter, you can get ready 
for exercise in a hot climate. In the 
weeks before you go, wear excessive 
clothing when you run or do other exer
cise. The object is to make yourself as 
hot as you will be in the climate to 
which you are going. 

Myth No. 3: Drinking cold water can 
cause stomach cramps. 

Fact: Cold water is the best drink for 
replacing fluid lost in perspiration. 

Water is absorbed mostly from the 
intestine, and the speed at which it is 
taken into your bloodstream depends 
on how fast it reaches your intestine. 
Your stomach contracts as soon as cold 
water reaches it. The contraction 
pushes the water into your small intes
tine, where it is immediately absorbed 
into your bloodstream. Because warm 

Getting hosed down is a quick way to cool off 
when you are taking part in hot-weather athletics. 

water takes longer to leave your stom
ach, it is more likely to cause cramps. 

Myth No. 4: Sitting in a cold draft 
from an air conditioner or open window 
can lead to a stiff neck or a head cold. 

Fact: A cold draft can cause tempo
rary physical discomfort but poses no 
medical hazards. 

If you feel chilled from a cold draft, 
you may tighten certain muscles to 
avoid the air current or to facilitate 
shivering, which raises the body tem
perature and warms you. The tension in 
such muscles can lead to soreness. 

Breathing dry air makes the respira
tory tract more susceptible to infec
tions, but air conditioning does not low
er the humidity enough to create this 
problem. However, the cold air pro
duced by air conditioning does increase 
mucus production, which many people 
mistake for a cold. 

If a co-worker already has a cold, you 
will be exposed to the virus that can 
cause such an infection. Cold germs are 
spread through the air by sneezes and 
coughs. But cold air, in the absence of 
such a germ, will not infect you. 

Myth No. 5: Placing an ice bag on 
your neck is the quickest way to cool 
off in the summer. 

Fact: You can cool off more quickly 
by wetting your skin. 

Evaporation of water on the skin car
ries away heat much faster 
than melting ice. So if you 
get too hot playing softball 
at the office picnic, run 
through a sprinkler or take 
a quick dip in the pool to 
make yourself comfortable 
again. 

Perspiration on your skin 
works very well to accom
plish cooling, too, as long as 
it is exposed to the air. Many 
synthetic fabrics prevent 
evaporation. At the office or 
outdoors, you will be coolest 
if you wear loosely fitting 
clothing of natural fabrics, 
such as cotton. 

In a very dry environment, 
perspiration may evaporate 
so quickly that you don't no
tice. It is doing an effective 
job of cooling you neverthe-

• 
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Anchors Meryl Comer and 
Carl Grant deliver 60 minutes of complete business 
news coverage . . . combining talent and vitality with 
extensive news and business experience to bring you 
detailed, up-to-the-minute insight and information on 
worldwide events every working day 

BIZNET NEWS TO
DAY is unique, focusing on news with the greatest busi
ness and economic impact. Presenting exclusive inter
views with U.S. and international leaders. Providing 
the latest on Wfoll Street and world money markets. And 
forecasting economic changes and labor develop
ments . . . all with a fresh, new approach from the busi
ness perspective. 

BIZ
NET NEWS TODAY combines the talents of more than 
50 broadcast professionals—individuals experienced 
in every aspect of broadcast journalism and produc

tion. Plus BIZNET NEWS TODAY utilizes the exper
tise of more than 70 U.S. Chamber of Commerce issue 
specialists—a valuable information resource on a wide 
range of business, government and consumer sub
jects, from international trade to Social Security to 
nuclear energy. 

MERYL COMER is a 
skilled and respected interviewer/moderator for The 
American Business Network. An Emmy Award win
ning producer and journalist, Comer excels as modera
tor of the successful public affairs program "It's Your 
Business." 
CARL GRANT is a talented television news executive, 
with a full knowledge of business and government. A 
recipient of two Associated Press Awards, Grant con
tributes more than 20 years' experience in television 
news, public affairs and communications to BIZNET 
NEWS TODAY 

The American Business Network 
U.S. Chamber of Commerce 

1615 H Street, N.W., Washington, D.C. 20062 
(202)463-5808 



Federally Linked 
Lenders Under Fire 

A YOUNG COMPUTER SPECIALIST a n d 
his wife, tired of city life, buy a 

farm home and a half dozen acres near 
a tiny hamlet in southwest Virginia. 
They pay for the property with a 
$62,000 loan from a federal land bank. 

In the Midwest, a farmer flies his 
private twin-engine Cessna to a city 
where the offices of another federally 
sponsored organization, a production 
credit association, are located. He nego
tiates successfully with the PCA for a 
$1 million loan for his giant cattle and 
wheat operation. 

Meanwhile, federally chartered 
banks for cooperatives are making 
loans to farmer-owned cooperatives. 
The borrowers range in size from a 
seed-and-feed enterprise serving a few 
dozen farmers to such monoliths as 
Goldkist and Land O'Lakes. 

All of these lenders are part of the 
niammoth, federally created operation 
known as the Farm Credit System. And 

Interest rates charged by 
the Farm Credit System 
and similar organizations 

are a good deal for 
borrowers. But what 

about everyone else ? 

all of the borrowers are paying lower 
interest rates than they would be pay
ing if they had borrowed the money 
from, say, a commercial bank. It's a 
good deal for the borrowers, but—the 
Office of Management and Budget con
tends—a bad deal for everyone else. 

The cooperative, farmer-owned Farm 
Credit System is the nation's largest 
agricultural lender. Farm Credit raises 
about $100 billion in loan funds every 
year by selling securities. These securi
ties are purchased by individuals and 
by institutions like commercial banks 
and credit unions. 

Farm Credit's securities are not 
guaranteed by the federal government, 
and tax dollars are no longer used in 
the Farm Credit System's operations. 
But OMB believes that government ties 
give Farm Credit—like some other or
ganizations—an unfair edge over its 
strictly private competitors in the na
tion's money markets. 

Last year, OMB told President Rea
gan's cabinet council on economic af
fairs that "government sponsorship has 
provided these enterprises with advan
tages in the securities markets that 
completely private institutions do not 

Bond salesmen sell $100 billion in 
Farm Credit securities every year; 
the money raised is lent to farmers 
at below-market interest rates. 
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have. This enables them to 
borrow at rates only 
slightly higher than those 
of the Treasury." 

In other words, the 
Farm Credit System looks 
like a better risk than 
most private borrowers— 
almost as good a risk as 
the U.S. government. And 
since Farm Credit is pay
ing less to borrow money, 
it can charge lower inter
est rates on the money 
that it lends to farmers— 
with a consequent in
crease in demand for 
Farm Credit loans. 

With Farm Credit and 
several other quasi-gov
ernmental agencies sop
ping up so much of the 
available credit, strictly 
private borrowers must 
compete harder for the 
funds that are left in the 
lending pool. They must 
pay higher interest rates 
on that money, OMB ar
gues, and those higher rates contribute 
to inflation and drag the economy 
down. 

FARM CREDIT is the biggest target, 
but OMB has also been eyeing 

these organizations: 
• The Federal National Mortgage 

Association. Widely known as "Fannie 
Mae," this is a federally chartered, 
shareholder-owned corporation that 
purchases mortgages from lenders, 
thus replenishing the lenders' supply of 
mortgage money. 

• The Federal Home Loan Banks. As 
supervisors of the federally chartered 
savings and loan associations, these 
banks provide them with reserve credit 
through the sale of bonds. 

• The Federal Home Loan Mortgage 
Corporation. Owned by the Federal 
Home Loan Banks, FHLMC purchases 
mortgages from federally chartered 
savings and loans and other institutions 
with federally insured deposits and re
sells the mortgages to investors. 

• The Student Loan Marketing Asso-
ciaton. It also is in the secondary mar
ket, purchasing student loans made un
der a federal program; like Fannie Mae 
and FHLMC, it provides lenders with 
cash to make more loans. 

All of these organizations were 
brought into being by the federal gov
ernment to meet specific needs—to pro
vide funds for agriculture, housing and 
education. 

For example, the Farm Credit Sys
tem's federal land banks were created 
in 1916 because commercial lenders 

The Student Loan Marketing Association, like Farm Credit, 
has government ties that help in selling its securities. 

were not making enough long-term 
loans to meet the needs of farmers and 
ranchers. The system was expanded in 
the Depression years of the 1930s 
through the creation of federal interme
diate credit banks and production credit 
associations, both of which make short-
term loans. The banks for cooperatives 
were formed to make loans to farmer-
owned cooperatives. 

Although these institutions began op
erating with federal dollars, all of that 
money has been repaid, and the Farm 
Credit System operates now on private 
funds alone. 

Even so, Farm Credit contends that it 
must retain some ties to the federal 
government or it will be hampered in 
doing what Congress created it to do— 
provide an adequate supply of credit to 
farmers at a reasonable cost. If all of 
OMB's proposals were implemented, 
Farm Credit maintains, the effects 
would be devastating. 

These are some of the 11 proposals 
that would—to use OMB's term—"pri
vatize" the Farm Credit System (most 
would require legislation): 

• The word "federal" would be 
dropped from the names of federal land 
banks and federal intermediate credit 
banks. 

• Commercial banks could not invest 
more than 10 percent of their assets in 
Farm Credit securities. This would sub
ject Farm Credit to the rule now applied 
to most other securities. 

• Income from Farm Credit securi
ties would no longer be exempt from 
state and local income taxes. 

• Federal land banks 
and federal intermediate 
credit banks would lose 
their tax-exempt status. 

• Farm Credit securi
ties could no longer serve 
as collateral for U.S. Trea
sury deposits. 

• Federal credit unions 
and savings and loan asso
ciations would be barred 
from investing in Farm 
Credit System securities. 

OMB speaks of ending 
the "privileges" that the 
Farm Credit System en
joys, but Farm Credit offi
cials counter that the 
"privileges" are needed to 
make up for restrictions 
on the system's ability to 
raise capital—for exam
ple, Farm Credit cannot 
accept deposits from its 
members. 

Farm Credit's competi
tors in the money markets 
have not taken public 
stands on the OMB pro

posals. Privately, some argue that the 
effects would be mixed. Farm Credit 
might be hampered, but, on the other 
hand, the commercial banks would be, 
too, because of the new limits on their 
investments in Farm Credit securities. 

O NE COMMERCIAL BANKER Says t h a t 
if Congress adopted OMB's rec

ommendations, it would probably make 
up for that by giving Farm Credit new 
powers—permitting it to accept depos
its, for example, or broadening its lend
ing powers. Farm Credit might wind up 
as an even more formidable competitor. 

OMB's proposals have already run 
into stiff opposition on Capitol Hill. Re
publican Sens. Howard Baker, Jesse 
Helms, Robert Dole and Pete Domenici 
asked Treasury Secretary Donald Re
gan, who heads the cabinet council on 
economic affairs, to abandon the pro
posals. OMB itself responded to a flur
ry of inquiries from Congress and the 
press by saying that its proposals were 
on the "backest of back burners." 

At the White House, the current 
thinking appears to be that the Farm 
Credit System and the other agencies 
simply have too many political allies to 
make an attack on them profitable. 
Farm Credit in particular would be a 
formidable foe. 

The issue has not gone away; Regan 
did not disavow the OMB proposals as 
the senators asked. But as things 
stand, it seems a safe bet that Farm 
Credit and the other agencies will con
tinue to enjoy their quasi-governmental 
status. 
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A PUSH-BUTTON ELEVATOR in a high-
rise Kansas City, Mo., hotel may 

be an unusual place for a former pro
fessor of anthropology to find what he 
describes as an interesting group of 
primitive people. 

But there they were—Cambodian 
dancers in native costume, riding up 
and down, unable to decide which floor 
was the lobby. 

Phillip N. Hawkes, who directs the 
federal refugee resettlement program, 
helped the Cambodians find the right 
floor. 

Hawkes, who taught at California 
State University in Sacramento, deals 
with thousands of "preliterate" politi
cal refugees who, like the Cambodians, 
are baffled by a different culture. 

Costs of caring for such escapees 
from foreign dictatorships have unex
pectedly ballooned. As a result, the 
Reagan administration has been cut
ting back on welfare services to them. 
It has been putting more emphasis on 
volunteer organizations that offer 
America's newest residents a chance to 
work hard to achieve security, as past 
generations of immigrants have done. 

Between Hawkes' office in the De
partment of Health and Human Ser
vices and the bureau of refugee affairs 
at the State Department, U.S. refugee 
assistance programs during the current 
fiscal year are costing an estimated 
$1.6 billion. 

Ambassador-at-large H. Eugene 
Douglas, U.S. coordinator for refugee 
affairs, breaks down the costs this way: 

• $175 million for processing, trans
porting, training overseas and placing 
an estimated 98,000 new refugees in the 
United States. 

• $225 million in cash, medical and 
Welfare assistance to these refugees— 
68,000 of them from Southeast Asia. 

• $300 million in aid to millions of 
refugees and displaced people who may 
never reach the United States. 

• $900 million in health and welfare 
assistance to the political refugees who 
nave found asylum here in recent 
years. Most of those refugees are from 
Southeast Asia (nearly 630,000 since 
^975), especially from Vietnam. 

It is the size of that last expendi
ture—the $900 million, most of it going 
to the Vietnamese—that is causing the 
^settlement program most of its prob
lems. 

There are, to be sure, numerous Viet
namese success stories in America. In 
grange County, Calif., where many 
Vietnamese have settled, refugees op
erate more than 200 small businesses. 
About 500 Vietnamese-run restaurants 
atl<l hotels, including the 300-seat Inter
national Club Restaurant in Houston 
*nd the 700-room Carter Hotel in New 
*°rk City, flourish across the country. 
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WORK, NOT WELFARE 

The High Cost 
Of Helping 
Washington wants volunteer 
groups to do more to get 
refugees off to a fresh start. 

By Seth Kantor 

Vietnamese who fled political oppression now work as "shrimpers" at Seadrift, Tex. 



W^l 

Tai Huynh escaped from a nightmare to a new life at Pitney Bowes. 

For two years Tai Huynh, an elec
trician in the South Vietnamese 
town of Ha Tien, saved all he could 
in hope of escaping Communist rule. 
At last he bought a small boat. Early 
in 1979 he loaded 27 relatives into it 
and set out across the Gulf of Siam 
on a dangerous journey. 

After 54 days the boat reached a 
Thai port. Thailand was a political 
sanctuary, but it turned out not to 
be safe. Waterfront pirates threat
ened to rape women and girls in 
Huynh's party until he bought off 
the thugs with his life's savings—a 
few gold pieces and some currency. 

Eight months later Huynh and his 
family—his wife, their two young 
children and his wife's two orphaned 
nieces—were flown from a crowded, 
cheerless refugee camp in Thailand 
to America, thanks to a loan for the 
air fare from Church World Services 
in New York. 

A committee at the First Presby
terian Church of Greenwich, Conn., 
had volunteered to sponsor the re
settlement of a family of boat people 
in America. "We had sleepless 
nights of worry before the Huynh 
family arrived," says Arline Lo-
mazzo, who chaired the committee. 

Lomazzo recalls that the Huynh 
family appeared "smiling but hesi
tant" as they stepped off the plane 
at New York's Kennedy Airport late 
on a bleak December night. "Actual
ly, we learned later, they were in
tensely frightened," Lomazzo says. 
"As we drove them to Connecticut, 

they saw, for the first time in their 
lives, trees that had no leaves. They 
thought they had been sent to a kind 
of Siberia." 

Huynh and his family had reason 
to be apprehensive about more than 
weather. They spoke no English and 
arrived with only the clothes they 
wore. However, church volunteers 
provided money, clothing and house
hold goods to get them settled. 

A month after his arrival, Huynh 
got a job in nearby Stamford at Pit
ney Bowes' postage meter assembly 
department, where "he did every
thing expected of him, and more," 
according to Carmine Braccia, a su
pervisor. Today Huynh, 31, handles 
intricate repairs on electronic me
ters. Pitney Bowes co-workers de
scribe him as quick and dedicated. 

He works days; his wife works 
nights at another company. They 
have two boarders in the $89,000 
home they are buying, and Huynh is 
driving a new car. 

Through the church, which they 
attend though they remain Bud
dhists, the Huynhs have obtained 
loans at favorable rates to help them 
buy the house and car. They live fru
gally, however. They drive to Man
hattan's Chinatown section once ev
ery two months to buy all their food 
in volume. 

"A dream is coming true," says 
Huynh. One of the best parts was 
his first spring in Connecticut, when 
he saw that the trees really did have 
leaves. 
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Quang Tran was a welder in Seattle, 
Wash., eight years ago, and today he 
operates his own multimillion-dollar 

shipbuilding and repair 
company. Nguyen Huy Han 
began life in America in 
1975 as a welfare recipient, 
and now in Pontiac, Mich., 
he operates a restaurant 
that has shared more than 
$100,000 of its profits over 
the years by giving rebates 
to regular customers. 

But many other Vietnam
ese have never gotten off 
welfare. Hawkes says refu
gees from other countries 
also frequently take advan
tage of the U.S. welfare 
system, but the real prob
lem is with the Vietnamese, 
because there are so many 
of them and because of 
their attitudes. 

"We have stressed to 
them that you don't get ex
perience on welfare," says 
Hawkes. "You can work 
your way up in America. 

But this is not readily done in Southeast 
Asia. They often don't understand you 
can get advanced training. They don't 
understand the relationship between 
employer and employe." 

Hawkes explains that until April, 
1982, refugees had access to special 
federal supplemental cash and medical 
assistance that amounted to $10 a day 
for up to three years, on top of other 
welfare benefits. 

Word got around the Southeast Asia 
refugee camps that the U.S. govern
ment would support immigrants for 36 
months. So Hawkes' office cut the al
lowable period for supplemental aid in 
half, to 18 months. 

As a result, many Vietnamese are 
bitter, says Hawkes. "They claim we've 
gone back on our commitment to them, 
especially after we lost their war." 

D ESPITE THE cutback in federal 
funds, financially troubled refu

gees still have access to state welfare 
programs and to such standard federal
ly funded programs as Medicaid and 
Aid to Families with Dependent Chil
dren. 

"We have been giving this group ev
erything," says Hawkes. "Previous gen
erations of immigrants had to sink or 
swim, but in our effort to be humane, 
worldwide, we've created a situation 
where we can't afford to be humane." 

James Purcell, who directs the State 
Department's bureau of refugee af
fairs, agrees. "We were simply intro
ducing those in a bad emotional state to 
a welfare system," says Purcell. "Our 
costs kept going up. People were not 
getting off welfare." 

Adds Ambassador Douglas: "This 
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surge of availability of federal funds 
brought about a new industry, made up 
of consultants who were analyzing and 
managing the arrival of new refugees." 
Throwing money at the problem is not 
the solution, he says, "but voluntarism 
is peculiar to the United States, and it 
should be stepped up." 

Purcell and Hawkes agree that both 
resettlement and adjustment should be 
in the hands of religious organizations 
and local communities. 

Voluntary groups, including groups 
run by refugees who have become es
tablished in this country, have succeed
ed in helping many bewildered immi
grants get a fresh start. The 
Indochinese Service Center in Harris-
burg, Pa., has a membership of 900 ref
ugee families, and only 15 percent of 
the adults are receiving any welfare. 
More than 50 area religious organiza
tions provide financial contributions 
and voluntary services to the center. 

AMERICA ABOUNDS with volunteer 
{ agencies, ranging from the Tol

stoy Foundation to the Iowa Refugee 
Service Center, that help settle refu
gees in small and large communities. 
The Iowa center, sponsored by that 
state, resettled 2,353 members of a lit
tle-known group from Laos, called the 
Tai Dam. Virtually all the Tai Dam in 
the Free World have been resettled in 
France and in Iowa, where only about 
250 require any cash or medical welfare 
aid. 

The Tolstoy Foundation was estab
lished in 1939 by the youngest daughter 
°f the famed Russian author Leo Tol
stoy; these days it helps many Poles 
and Afghans. The federal office of ref
ugee resettlement, headed by Hawkes, 
supplies matching grants of up to 
$1,000 per refugee to the Tolstoy Foun
dation and to six other national volun
teer organizations that aid in the reset
tlement of people who have fled 
Political persecution in such places as 
Cistern Europe, Iraq and Ethiopia, 
during fiscal 1982 the agency provided 
$7.6 million in matching funds. 

Hawkes points out that many refu
gees are being transplanted to various 
statcs, especially to rural areas. One 
example: A church placed a Vietnamese 
ln a Kansas community, where he was 
Unhappy, working in a slaughterhouse. 
' fa man had been a fisherman in \ 

nam, and he began to thrive when the 
church relocated him to Louisiana, 
*here he took up shrimping. 

Volunteer groups in Chicago, Boston 
<lnd iWw York have been teaching refu-

the English language and urban 
American customs. At the State De
partment, officials believe similar pro-
gnims may eventually help rural 
,|;i<'ks, immigrant Mexicans and Ameri-

!":ui Indians adjust to the tempo of life 
to the big dty. • 
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The Other Prevailing Wage Laws 
Construction pay rules in most states pick up 

where the Davis-Bacon Act leaves off. 

THE TOWN of Lexington, Mass., was 
planning to install needed street 

curbing, and city officials thought they 
could get the work done for $39,500. 
But then they learned that the city 
would have to pay three times as much. 
They decided they had no choice but to 
scrap the project. 

Massachusetts requires that prevail
ing wages be paid by contractors when 
its cities and towns spend tax dollars on 
public works, with prevailing wages de
fined as wages set by collective bar
gaining agreements. The low bidder on 
the Lexington project had, however, 
used local nonunion wages in his calcu
lations. When the bid was recalculated 
with union wages, it came to $118,900— 
more than the city could afford. 

The law that left parts of Lexington 
curbless was passed in 1914—17 years 
before Congress passed the Davis-Ba
con Act. Davis-Bacon requires that pre
vailing local wages—in effect, union 
wages—be paid when federal money is 
spent on public works. All together, 37 
states and the District of Columbia 
have prevailing wage laws governing 
the expenditure of nonfederal public 
funds. 

Massachusetts' law is 
not the oldest; Kansas en
acted the first one, in 
1891, followed by New 
York in 1897, Idaho in 
1911, Arizona in 1912 and 
New Jersey in 1913. 

Arizona's Court of Ap
peals ruled in 1979 that 
the state's reliance on 
union wage rates was an 
unconstitutional delega
tion of legislative power, 
and Arizona is now consid
ered one of 13 states that 
do not require the pay
ment of prevailing wages. 
The others: Alabama, 
Florida, Georgia, Iowa, 
Mississippi, North Carolina, North Da
kota, South Carolina, South Dakota, 
Utah, Vermont and Virginia. 

Prevailing wage laws have long been 
attacked by business groups and other 
organizations concerned with the inflat
ed cost of public works. To date, the 
Davis-Bacon Act has been the principal 
target, on the theory that if it were 
repealed, many state laws could be top
pled in a domino effect. But now that is 
changing, as the magnitude of the prob-
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lems caused by the state prevailing 
wage laws becomes clear. 

A few years ago the Merit Shop 
Foundation, Ltd. (now an arm of the 
Associated Builders and Contractors) 
funded a survey of those laws. Armand 
Thiebolt, Jr., a University of Maryland 
faculty member who conducted the sur
vey, says: 

"We found an incredible lack of simi
larity in the laws. . . . In purpose, in 
specifications, in application, in method 
of determining the prevailing wage 
rates, in enforcement procedures and in 
anything associated with them, the 
state acts varied tremendously." 

(The laws vary tremendously even in 
length. Kentucky's is the longest, at 
6,800 words, and Colo
rado's is the shortest, 
at only 98 words.) 

Some laws contain 
odd provisions; for ex-
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ample, Alaska's law allows the mandat
ed prevailing wage to change during 
the life of a contract, making a mul-
tiyear contract a hazardous undertak
ing for an employer. In Massachusetts, 
the law applies not just to construction 
projects but to food services; firms sup
plying meat and meat products to state 
agencies must pay their butchers the 
prevailing wage. 

Thirteen of the state laws do not 
have a threshold—a minimum contract 

amount that triggers the prevailing 
wage requirement. Maryland and New 
Hampshire have the highest thresholds, 
$500,000 in each state. 

Massachusetts is one of the states 
without a threshold. The contract 
amount "can be 10 cents" and the law 
still applies, complains Stephen -P. 
Tocco, executive director of the Massa
chusetts/Rhode Island chapter of the 
Associated Builders and Contractors. 
Tocco's group is prominent in the Com
mittee for Local Option on Contracts, a 
coalition whose goal is to overturn the 
Massachusetts law. 

Last April in Boston, a state legisla
tive committee held a hearing on a mea
sure to repeal the prevailing wage law. 

The hearing took place in 
a 600-seat auditorium 
packed with union mem
bers. After seven hours of 
often stormy testimony, 
the committee gave the 
measure an unfavorable 
recommendation, in effect 
preventing the legislature 
from voting on it. 

"But we'll be back," 
promises State Rep. Ste
phen W. Doran of Lexing
ton. 

Says Tocco: "Precious 
funds that could be fun-
neled to shore up vital city 
services such as police, 
fire protection and educa
tion are instead choked 
off from reaching those 
areas. The money ends up 
swelling an already bloat
ed municipal construction 
bill." 

A current example is a 
school library in Reading, 
Mass. The project is being 
funded locally, but the 
state's prevailing wage 
law applies, and so the 

town must pay wages about as high as 
those paid in Boston. The project would 
cost around $850,000 if local wages were 
paid, but instead will cost $1 million. 

So far, Massachusetts is the state 
where repeal of a prevailing wage law 
is being pursued most vigorously. But 
similar efforts seem likely in other 
states, as more towns like Lexington 
rebel against being told how they must 
spend increasingly scarce tax dollars. 

—Grover Heiman 
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Boom 
T HE UNIVERSAL Individual Retire

ment Account, open to all em
ployes, has been a resounding success 
since it was introduced on Jan. 1, 1982. 
The Internal Revenue Service says that 
more than 10 million Americans report
ed putting money into IRAs on their 
1982 tax returns—three times more 
than for 1981. 

According to Washington's Employee 
Benefit Research Institute, deposits in 
IRAs and Keogh accounts—IRA-type 
accounts set up by self-employed per
sons—rose from $25.7 billion on Dec. 31, 
1981 (when only employes not covered 
by employer pension plans were eligible) 
to $56.2 billion at the end of last year. 

IRA deposits at savings and loan as
sociations, the leading IRA reposi
tories, rose from $9.2 billion to $21.7 
billion during those 12 months. Com
mercial bank deposits also more than 
doubled, from $7 billion to $18.1 billion. 
Deposits in mutual savings banks in
creased 85 percent, from $3.4 billion to 
$6.3 billion. IRAs comprised only $200 
million of total federal credit union as
sets at the end of 1981 but had jumped 
to $900 million by the end of 1982. The 
mutual fund and insurance industries 
reported similar spurts. 

Why have IRAs become so attrac
tive? Primarily for tax reasons. Up to 
$2,000 deposited annually in an IRA can 
be deducted from gross taxable income. 
The compound interest earned each 
year on IRA deposits is also tax-exempt 
until retirement. 

Another strong consumer lure: gen
erous interest rates, often in double 
digits. 

At thrifts and banks, the conventional 
instruments are fixed- and variable-rate 
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As public investment 
increases in vehicles for 
retirement savings, 
the number of vehicles 
is increasing, too. 

IRAs tied to the rates on various certifi
cates of deposit. Most institutions ac
knowledge that the fixed-rate IRA is 
still the most popular. 

For example, Sooner Federal S&L in 
Tulsa offers a preferred-rate IRA that 
is a meld of short- and long-term Trea
sury bills and securities. But, says Ann 
Metcalf, vice president of advertising 
and sales promotion, customers still 
flock to the fixed-rate IRA because it 
offers stability. 

At Continental Illinois National 
Bank, of Chicago, IRA assets tripled 
between March, 1982, and March, 1983, 
as customers became more familiar 
with IRAs, says Neal Halleran, vice 
president of personal banking services. 
Halleran believes that as the newness 
of IRAs wears off, the banking indus
try will have to offer a wider array of 
financial products in order to attract 
the IRA investor who is more willing to 
take risks. 

SOME BANKS have already taken the 
plunge to appeal to such inves

tors. In New York, Citibank is offering 
its IRA customers the opportunity to 
invest in portfolios of stocks and bonds 
through a series of commingled trust 
funds. Customers have the option of 
investing in a pool of common stocks, a 
balanced mix of equities and bonds, in

come-generating securities or short-
term money instruments. This innova
tive offering is being challenged in 
court by the mutual fund industry, 
which claims it is simply a mutual fund 
and as such violates the federal law 
separating commercial banking and in
vestment banking. 

Clark Gates, director of the benefit 
plans division of Dreyfus Service Cor
poration, a New York mutual fund 
firm, envisions banks' becoming clients 
of mutual funds that will create and 
manage the banks' IRA product lines. 

Dreyfus has no plans to open store
front operations to attract IRA custom
ers for its mutual funds, although 
Gates admits that many people "feel 
more comfortable walking into a local 
branch office than phoning." Fidelity 
Group, of Boston, on the other hand, is 
"trying to be accommodating to those 
who like to be able to walk into a build
ing and put their money down," says 
Rab Bergelsen, director of corporate 
relations. Fidelity has such operations 
in Houston, New York and Boston and 
will open them soon in Chicago and one 
or more California cities. 

Some large insurance companies also 
are aggressively promoting IRAs. Pru
dential, the nation's largest life and 
health insurer, sold more than 350,000 
IRAs last year, generating $508 million 
in premiums. 

Congress has been impressed by the 
enthusiasm for IRAs, to the point that 
some members have offered bills that 
would expand the use of IRAs and au
thorize similar accounts for purposes 
other than retirement. 

Rep. Henson Moore (R-La.) has intro
duced a bill that would permit addition
al nondeductible contributions to an 
IRA of up to $2,000 a year, plus another 
$8,000 over the life of the account. The 
additional contributions could not be de
ducted from gross taxable income, but 
the interest earned by the additional 
contributions would be tax-exempt. The 
bill would allow an individual to with
draw up to $10,000 without penalty 
from an IRA for purchase of a house or 
payment of college tuition. (Withdraw
als are now taxed as ordinary income, 
with a 10 percent penalty added on.) 

In the Senate, James McClure (R-Ida-
ho) has offered a bill that would permit 
an individual to deposit up to $1,500 :l 

year ($3,000 for a couple filing a joint 
return) in a separate IRA earmarked 
for buying a home. Account contribu
tions would be eligible for a 25 percent 
tax credit. 

Other bills have been introduced-— 
and more can be expected, as IRAs be
come an increasingly popular and ac
cepted feature of the American finan
cial landscape. 

—Mary-Margaret WantucK 
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Alternate Voice/Data Private Line. 
Voice communication and data transmission in an 

international telephone connection dedicated to your use 
only. That's the latest service from your most complete 
international telecommunications source. 

No one gives you more ways to do business world
wide. Dedicated lines. Facsimile, data and voice trans
mission. And no one gives you Bell reliability. Now we're 

Bell System 

going all out to give you a competitive edge. In price. In 
service. In technological innovation. Call on us when
ever international telecommunications can answer 
your needs. 

For more information about Bell's Alternate 
Voice/Data Private Line Service, contact your Bell Account 
Executive or call 1800 821-7979. 



Static Over Deregulation 
The FCC thinks radio stations 
should be ruled mainly by the 

marketplace; not everyone agrees. 

W ITH A PUNCH of a car radio's but
ton or a turn of a dial, radio audi

ences send a clear message to station 
operators: Give us what we want to 
hear, or we won't listen. That basic fact 
of the auditory marketplace is at the 
heart of a national debate over radio 
deregulation. 

In 1981 the Federal Communications 
Commission began lifting regulations it 
considered unrealistic, given that the 
radio market is fiercely competitive and 
provides a great diversity of program
ing. 

There was no need to limit the time 
given to commercials, the FCC said, be
cause listeners would not tolerate sta
tions jammed with advertisements. Nei
ther should stations be required to 
offer specified amounts of news and 
public affairs shows, the commission 
maintained, since listeners now expect 
programing about local issues. 

"The occasional guy who departs 
from the responsible operation of his 
radio station will fall prey to competi
tors who do it right," says Donald 
Wear, general manager of WHP in 
Harrisburg, Pa. 

Wear asserts that neither WHP nor 
any of the other 9,000 radio stations in 
the United States should be required by 
the FCC to devote hundreds of hours of 
staff time—and thousands of 
dollars—to proving they meet 
standards that the marketplace 
already enforces. 

"Most broadcasters know 
that the only way to be success
ful is by immersion in their com
munities," Wear says. 

The FCC also eliminated the 
requirement that a radio sta
tion's operator demonstrate that 
community leaders are being 
canvassed to determine whether 
the station is providing the qual
ity of programing they expect. 

In addition, the FCC: 
• Dropped the requirement 

that a station keep a time log of 
everything that was broadcast. 

• Simplified the procedures 
for renewing a station's operat
ing license. 

• Stopped requiring stations 
to file annual financial reports. 

• Made it easier to sell a radio 
station. 
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Opponents of deregulation, who fear 
it will harm program quality, filed law
suits challenging all of the FCC's dere-
gulatory steps, and broadcasters ap
pealed to Congress to validate the 
FCC's decisions by making them law. 
After two years of wrangling, the Sen
ate on February 17 approved legislation 
that National Association of Broadcast
ers lobbyist Carol Randies calls "won
derful." 

The Senate bill is built on the princi
ple that radio stations and other 
sources of information are plentiful 
enough to ensure that the public inter
est can be protected without govern
ment interference. It basically codifies 
the FCC's deregulatory actions. 

Key House members are still skepti
cal about the need for such a bill. Rep. 
Timothy Wirth (D-Colo.), chairman of 
the Telecommunications Subcommittee, 
has said, "The legislation is not life or 
death for the broadcasting industry and 
is not now critical to bringing the public 
a broad diversity of programing." 
Wirth says he is open to a 
compromise that will en
courage more diversity. 

Randies says, however, 
that competition is al
ready so intense that "ra
dio is outperforming what 

the FCC regulations required" before 
deregulation got under way. She adds: 
"There are always bad apples, but the 
vast majority of broadcasters do their 
job." 

Not everyone agrees. The FCC ap
proach to deregulation ignores essen
tial interests of the listeners, warns 
Sam Simons, director of the Telecom
munications Research and Action Coali
tion, a group dedicated to promoting 
public access to the media. 

"Radio entrepreneurs go for the big
ger buck and the cheapest way to get 
it," Simons insists. "There is no garden 
of great blooming information outlets. 
The public is being ill-served in so many 
ways in programing. Now there is no 
obligation to be concerned about local 
news and there is very little quality 
public affairs programing." 

Roberta Weiner, a member of the 
House Telecommunications Subcommit
tee's staff, says some congressmen are 
concerned that minorities are underrep-
resented in many smaller markets. The 
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Is a listener's hand 
on the dial the most 
powerful kind of 
radio regulation? 

solution, she says, may lie in 
drawing a line between markets 
that are truly competitive and 
those that are not. Perhaps, she 
suggests, FCC regulations 
should not apply to urban areas 
with a dozen or more stations, 
but only to smaller markets 
where diversity of programing 
will not exist unless the FCC re
quires it. 

Unless some such compromise 
is reached soon, the now-smol
dering issue of radio deregula
tion may flare up when the 
House turns to it later this year.C 

—Henry Eason 
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44 We increased programmer productivity 
and protected our software investment.. 

using SAGE technology." 
During the early phases of our application design. 

we found that ordinary application development systems 
Aren't capable of handling the complex 1)1* DC 
requirements we were facing. 

And, with today's rapidly changing technology, we 
needed a solution that would allow us to take advantage 
°f future software and hardware advances—without 
Asking a costly conversion. 

We selected SACK'S APS and MTO products because 
they were the only products that met both of our 
reQuirements—increased productivity and software 
Portability. 

SAGE's APS is a powerful productivity support 
system engineered to leverage senior programming talent 
facing complex DB/DC applications. Specifically, APS 
reduces design, coding and test time by 25-40% and cuts 
life cycle maintenance costs in half. 

MTO, an add-on component to APS, supports the 
development of applications that are DB/DC and compiler 
independent. MTO uniquely protects the system 
investment by allowing applications to be targeted across 
multiple, dissimilar operating environments—without a 
conversion 
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portfolio before you build your next 
major system. SHE 
5161 Kivi-rKd..Hftlu-sd«».MI>20XI<> CiOllHK.) 1333 S Y S T K M S , I N C 

WASH/E/19 



STAY WITH US IN NEW YORK ON BUSINESS. 
YOU'LL RETURN FOR PLEASURE! 

At Malloran House, we offer the business traveler an 
unbeatable combination of midtown convenience and 
East Side elegance: our Executive Service Program is 
as polished as our Italian marble, English oak and 
native American brasswork! 

Your pre-assigned, luxuriously appointed guestroom 
provides executive-level amenities, often including 
our new Gym-Mate exerciser. Your morning newspaper 
and continental breakfast are complimentary, and our 
concierge is at your service for travel plans, theater 
tickets and sightseeing arrangements. 

We'll wine you, dine you and entertain you in style. 
At Norman's, where international cuisine is yours 
amid the aura of a gracious townhouse. At Biff's Place, 
for dancing and entertainment in a setting reminiscent 
of a Prohibition-era club. Or in the more casual 
atmosphere of our Lobby Bar or the Green Thumb. 
Indeed, we hope to make you feel so welcome, you'll 
come back and bring the family! 
Tor more information on qualifications for our Execu
tive Service Program, contact Kathy Girard, Director 
of Sales, at (212) 755-4000. Toll Free (800) 223-0939. 

Carol and Biff, the Mallorans of Halloran Mouse. 

525 Lexington Avenue at 49th St., Hew York, NY 10017 

IF IT FELT LIKE A HOTEL, WE WOULD HAVE CALLED IT ONE. 
WASH/E/20 



NATION'S BUSINESS MONTHLY POLL 

Where I Stand 
Federalize Workers' 
Compensation System? 

Employer costs for workers' compen
sation have been soaring (see page 30). 
But there are proposals to raise them 
even further, by federalizing the exist
ing system of state programs that re
quire payments in cases of job-related 
injuries or ailments. 

Under a federalized system, an em
ployer might have to pay as much as 
$525 a week in a workers' comp case. In 
niost states—and depending on the 
state—average costs would rise be
tween 200 and 500 percent. 

Labor unions say that, generally, 
workers' comp laws are now inade
quate. In what is viewed as a first step 
toward broader federalization, they 
seek legislation to federalize payments 
for occupational disease. 

Opponents of federalization say that 
states are in the best position to deter
mine the proper amounts of workers' 
c°nip. As for occupational illness, they 
n°te that all states provide coverage 
now—but the worker must be disabled 
to collect benefits. They add that feder-
aiization undoubtedly would force pay
ments for nonoccupational health prob
lems. 

Should the workers' compensation 
Astern be federalized? 

Employer Health Coverage 
For Laid-Off Workers? 

Against a backdrop of some 11 mil
lion Americans unemployed, a move is 
afoot to extend health insurance to pro
tect the jobless. 

Congressional bills would require em
ployers to provide an "open season" in 
which all employes could get family 
coverage. Also proposed: state health 
insurance pools, financed by employer 
and employe taxes, and a requirement 
that laid-off workers be carried in em
ployer insurance plans for three 
months or more. 

It is argued that such steps are need
ed to help people who otherwise would 
lack adequate medical care. 

Business witnesses, however, see no 
justification for a new federal program 
whose burdens would fall heavily on 
small firms. 

They point out that nearly all employ
ers give some health coverage for 30 
days or more to laid-off workers and 
that most employers provide for con
version from group to individually paid-
for coverage. Also, they say, there are 
other sources of help, including family 
members' insurance and, for the truly 
needy, Medicaid. 

Should employers have to finance 
health insurance for the jobless? 

• Yes D N o • Undecided C Yes D No • Undecided 

Lift the Ban on Work 
At Home for Profit? 

Experimenting employers report big 
productivity gains from certain work
ers who stay home and communicate 
with their offices by computer. 

Such experiments are only the begin
ning. But if labor unionists have their 
way, the future of work at home will be 
strictly limited. Forty-year-old Labor 
Department regulations ban home 
work on a piecework basis in six gar
ment-making industries. (A ban on such 
work in a seventh was lifted in 1981.) 
The International Ladies Garment 
Workers Union is pressing for a broad 
expansion of the ban. 

Businesses want the ban lifted. 
Union leaders say housewives or oth

ers who agree to be paid by the piece 
for embroidery, for example, are sub
ject to exploitation without minimum-
wage or overtime protection. 

Businesses say that such people are 
independent contractors who are given 
a chance to obtain income conveniently 
and that the amount of income depends, 
properly, on competitive forces. The 
real union motives are protection of 
high-cost jobs and desire for more dues, 
businesses charge. 

Should the ban on work at home for 
profit be lifted? 

DYes D N o • Undecided 

Verdict: Reform Federal 
Pension Systems 

Should federal pension systems be reformed? NATION'S 
BUSINESS asked readers that question in April. The answer, 
by a margin of 10 to 1, was yes. 

Proponents of reforms argue that the pensions are over-
Senerous—to the good fortune of retirees and the misfor-
une of the taxpaying public. The amounts workers in the 

Primary civil service retirement system pay toward their 
Pensions cover only a fraction of huge and increasing costs. 
w'tk' ^eo-eral pensions, even when inflation is raging, rise 

•tn the consumer price index—while most private pensions 
not—and often go to relatively young retirees. 

opponents of reforms decry what they say is a tendency to 
ake whipping boys out of civil servants. They argue that 
^ernment needs its pensions to recruit good careerists. 

lat' lnCe ^ e (lUt'sti°11 was asked, Congress has passed legis-
S ?n to put new federal workers in the Social Security 
ak f m ' '* ' ' a s n" t a r , r ' ' ' however, on administration propot-

'">• other reforms, 
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How To Keep 
A Firing From 

Backfiring 
Here are 10 ways to reduce 

the risks of a lawsuit. 

By Peter M. Panken 

T IME WAS when firings were finan
cially painful only for employes. In

creasingly, however, terminated em
ployes are suing—and collecting 
from—former employers. Whether an 
employe can recover depends on who 
was fired and why, and on which law 
applies. 

Federal law and many state laws pro
hibit terminating someone because of 
race, sex, national origin, physical 
handicap, union activity or even age 
(between 40 and 70 under federal law). 

PETER M. PANKEN, a partner in the 
New York City and Washington law 
firm of Parker Chapin Flattau & 
Klimpl, specializes in representing 
management in labor and employ
ment law cases. 

Aggrieved employes can file charges 
with state human rights agencies and 
the federal Equal Employment Oppor
tunity Commission. If these agencies 
don't help, an employe's lawyer can 
bring suit. 

In some states—New Jersey, Califor
nia and Michigan among them—the 
courts can order reinstatement, back 
pay and sometimes even damages for 
emotional injury, if they decide that an 
employe's discharge violated public pol
icy. For example, employes have won 
suits on allegations that they were 
fired for filing workers' compensation 
claims, serving on juries or refusing to 
participate in practices they considered 
unprofessional, unethical or illegal. 

In some states, like New York, if the 
terminated employe contends that a 

personnel manual or somebody in au
thority said that employment would be 
"permanent" or that termination would 
be only for "just cause," the employe is 
entitled to a trial to determine whether 
the reason for the termination was suf
ficient. In a few states, like Massachu
setts and New Hampshire, even if noth
ing is said in the manual there is an 
implied obligation to act in good faith in 
terminating employes. 

ALL THIS MEANS that every termina-
i tion of an employe or group of 

employes has to be treated as if it could 
be attacked in court. Once in court, the 
employer must present a reason for the 
termination that is not inconsistent 
with any statute or public policy. Dur
ing that litigation all the company's re
cords on this employe and others in sim
ilar situations can be brought into court 
and will have to be explained to a judge 
or jury whose decision will turn on 
some notion of fairness and justice. 

The time to defend against such ter
mination suits begins before an em
ploye is hired. Most employers do not 
realize that when they hire someone, 
they enter into a contract of employ
ment with that person. That contract 
may be oral (typically, what is dis
cussed are wages, hours and extra 
benefits like medical insurance, holi
days and vacations), but it is neverthe
less binding on the employer. 

If an employer wants to retain the 
prerogative of terminating an employe 
for any reason (other than those that 
are contrary to a statute or, in some 
states, to public policy), that had better 
be spelled out in writing and signed by 
the employe before or at hire. The best 
place is in a signed employment applica
tion. 

Great care should also be taken to 
review personnel manuals, employe 
bulletins and other documents that 
state terms of employment. 

Just a few months ago, New York's 
highest state court, the Court of Ap
peals, held that a statement in McGraw-
Hill's employe manual that employes 
would be discharged only for "just and 
sufficient cause" became a term of em
ployment that could form the basis of a 
lawsuit by someone the publishing firm 
fired. McGraw-Hill will now have to 
prove at trial that the reason for termi
nation fits within the vague "just and 
sufficient cause" standard. 

An employer should consider the 
risks before terminating. It is most im
portant to be sure that there is a good, 
unassailable business reason—such as 
a documented record of poor perfor
mance or excessive absenteeism—i°r 
any terminations. That reason should 
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be reviewed and established before the 
employe is let go, not after. 

(Should an employe be discharged for 
being a "troublemaker"? One expert 
gives a surprising answer. See page 76.) 

A typical recipe for a costly lawsuit 
involves a senior employe who received 
Wage increases every year and whose 
personnel file contains no written warn
ings. One day someone decides that a 
formerly acceptable level of perfor
mance is inadequate. So the employe is 
Unceremoniously let go. If the employe 
had been warned of substandard per
formance and given a reasonable oppor
tunity to improve, the employer would 
have a better case. 

Another invitation to a lawsuit occurs 
when there are several employes with a 
chronic problem (like absenteeism), but 
the older employe is the first one fired. 

In an age discrimination suit, the 
Plaintiff will show that younger people 
With similar absenteeism problems 
Were not terminated, leaving a strong 
•nference that the real reason for termi
nation was age. But if those with the 
Worst absenteeism records are termi
nated first, especially after warnings, it 
will be harder to prove that age is the 
Underlying reason for termination. 

LAYING OFF a group of employes for 
• economic reasons is certainly ter

mination for good cause. But that does 
n°t mean that individuals who are laid 
°ff will be unable to prove they were 
x,,l<'cted because of their age, race or 
S('X. An employer selecting on merit 
^Ust have proper proof. 

I nder most discrimination statutes, 
tyoffs based on a bona fide seniority 
'Vstem are acceptable. But once the 
ernplove-r begins to depart from the 
j?le of last hired, first fired, the selec-
l0'i process can be subject to strict 

Mutiny. 
What, then, should you. as an em-

',|().Ver, do before, during and after t«r 
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mination to protect yourself 
against agency administra
tive proceedings and law
suits? 

Here are 10 ways to reduce 
your risks: 

1. Before hiring, review 
documents, like employment 
applications and personnel 
manuals, that are likely to be 
involved in a termination law
suit. Be sure that they say 
what you want them to say 
and that you are prepared to 
live with them in litigation. 

2. Be sure no one in au
thority makes promises you 
do not intend to keep. 

3. After hiring, establish 
clear, written work rules and indicate 
that infractions can lead to discipline 
and discharge. Be sure every employe 
receives a copy and signs for it. 

4. If discipline is necessary, deal 
with the worst offenders first. 

5. Use progressive discipline—that 
is, give an employe an opportunity to 
correct unacceptable behavior. This 
might include a written warning or two 
acknowledged by the employe and per
haps even a suspension before termina
tion for less serious offenses. 

6. Get the employe's side of the sto
ry in front of witnesses and, if possible, 
in writing signed by the employe. Then, 
check it out before you act. It is best to 
recognize factual weaknesses in your 
case before it is too late. If you really 
don't want the employe on the payroll 

until the facts are clear, suspend the 
employe during your investigation. 

7. Be consistent in discipline—simi
lar infractions should receive similar 
punishment. 

8. Review the employe's personnel 
file with an eye to fairness. Ask your
self how you would react if you were on 
an impartial jury. For example, em
ployes with longer seniority merit more 
opportunities to correct their actions 
than newly hired people. 

9. If you must fire someone and you 
think you are going to have a problem 
with the termination, consider buying 
out the claim with severance pay. Not 
the severance pay or vacation pay that 
you give to anyone who is terminated, 
but additional compensation in ex
change for a release from any claims 
that might arise from the termination. 

10. Don't stand in the way of the 
terminated employe's future employ
ment. An employe who has a new job is 
less likely to bring a lawsuit against a 
previous employer. Bad references can 
lead to expensive lawsuits. But good 
references are an admission that there 
was not cause to terminate. So, adopt a 
policy of simply confirming dates of 
employment. 

To these general rules add one more: 
Know which laws are applicable in your 
jurisdiction. The laws are changing 
quickly and often vary from state to 
state. • 

To order reprints of this 
article, see page 67. 



Are "Troublemakers" 
A Blessing in Disguise? 

A COMPANY that is quick to fire a 
"troublemaker" may lose one of 

its most valuable—and loyal—em
ployes, contends David W. Ewing, who 
has spent 10 years researching employe 
rights and management prerogatives. 

In his new book, "Do It My Way or 
You're Fired!" (John Wiley & Sons), 
Ewing shows how company after com
pany could have saved money and 
avoided bad publicity by listening to 
employe warnings about fraud, product 
safety, sexual harassment and other 
matters. Ignored by superiors or told to 
keep quiet, some of the employes in 
desperation took their cases to elected 
officials or the press. Almost always 
they were fired. 

Don't corporate dissidents tend to be 
radicals? Hardly, answers Ewing, an 
editor who has a law degree and teach
es at Harvard University's graduate 
business school. Frequently, they are 
middle-of-the-roaders or conservatives. 
The dissident "almost always believes 
in rules of order, property rights, sta
bility, thrift, private investment, indus-
triousness," he writes. Often, such em
ployes become objectors or "whistle 
blowers" out of concern for the compa
ny's well-being. 

Among examples Ewing describes: 
• Three engineers were fired by the 

San Francisco Bay Area Rapid Transit 
District after criticizing the organiza
tion. They had warned superiors that 

BART's approach to planning could 
lead to system failure and put riders in 
danger. The engineers sued; subse
quently BART proposed an out-of-court 
settlement that was accepted. 

• After refusing repeated sexual ad
vances by her boss over a period of 
several years, a Denver woman was 
fired despite an excellent performance 
record. The case went to court, where 
she was awarded back pay and lost 
benefits. 

• A West Virginia bank employe 
learned that his institution was willful
ly overcharging certain customers. Af
ter blowing the whistle, he was fired 
and rehired, then demoted and ha
rassed in other ways. A jury eventually 
awarded him $125,000 in damages. 

DECISIONS in these and other recent 
cases have eaten away at the old 

"employment at will" doctrine that 
gave employers the right to fire at any 
time for any reason, Ewing observes. 
He welcomes the change. Though he 
defends the right of managers to man
age and to fire for reasons that are 
just, he emphasizes that fairness is the 
issue. He agrees with estimates that at 
least half a million employes are fired 
unfairly each year, and he cautions that 
managers can no longer "manage with 
abandon." 

"The number of cases of employe ob
jectors has been zooming in the last 

year," he said in an interview, adding 
that the number of cases has increased 
tenfold in the last three or four years. 
He predicts, in his book, that dissidence 
will continue to grow. 

One reason is that there are more 
professional and technical employes, 
such as chemists and engineers, whose 
"irreverent, freely inquiring spirit" of
ten conflicts with "the more committed, 
more channeled spirit of the managerial 
mind. .. . 

"What is more, today the profession
als are becoming increasingly 'profes
sional'; their allegiance to their disci
plines and professional associations it 
becoming ever greater, overshadowing 
more than before their allegiance to 
any employer." 

Corporate dissenters do have obliga
tions, Ewing says. Among them: con
cerning themselves with appropriate is
sues, such as improprieties or tangible 
dangers; analyzing the facts carefully 
before making an accusation; and, u 
possible, confining their protest to cor
porate channels. 

What can corporations do? They can 
set up procedures to hear employe com
plaints promptly and fairly. And they 
can encourage early criticism of a new 
product or process; doing this not <>nl> 
"bestows more dignity on employes. 
Ewing notes, but can also help avoid 
costly errors. 

—Sharon Nelton 
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PEOPLE IN BUSINESS By Sharon Nelton 

Applying silk-screen techniques to electron 
Terry Dorman launched a fast-growing high 

A New Kind Of 
Keyboard Virtuoso 

Many hot young companies have 
sprung up to meet the needs of high-
tech industry. One of them started out 
&s two teen-agers' screen-printing busi
ness eight years ago. Dorman Bogdon
off, of Andover, Mass., is a multi-mil-
'ion-dollar enterprise that today 
Employs 135 people and makes mem
brane keyboards—touch panels—for 
electronic machines and games. 

President Terry Dorman, 27, says 
that when he graduated from Phillips 
Academy in Andover in L975, he was 
wed of school and had decided to take a 
year off before tackling college. He had 
1"joyed silk-screening courses in 
*chool. So, "with the intent of making a 
little money," Dorman recalls, he and a 
"riend, Peter Bogdonoff, began silk-
screening posters and T-shirts in the 
o&sement of Dorman's parents' home in 
"oxford, Mass. With a little success un-
^er their belts, Dorman says, they "de
eded to take a full-fledged plunge into 
ne business we are in now"—applying 

s'lk-scrcen techniques to the electronics 
'"'histry. 

To move the company into its prima-
5 product in 11)77, Dorman raised 
'••'"".OOO, hacked by loan guarantees 
^'"•i his parents. Sales that year were 
'""'."OO. Last year they were $5 million, 
!!'"' Dorman is looking for a minimum 

ln the $7 million to $8 million range" 
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ic keyboards, 
-tech firm. 

this year. Customers have included Xe
rox, ColecoVision, Texas Instruments 
and Magnavox. 

A membrane keyboard is a kind of 
high-tech "sandwich." Circuits of silver 
or other conductive metals are printed 
on the insides of top and bottom layers 
of thin plastic. These two layers are 
separated by a thin layer of insulating 
material, which has holes in it where 
the circuits are. 

A touch of the finger forces the top 
and bottom layers together, closing a 
circuit. On top of the "sandwich" is a 
colorful overlay with printed keys indi
cating where the circuits are. Such flat 

keyboards are in common 
use on microwave ovens 
and fast-food restaurant 
cash registers. 

Membrane keyboards 
are more reliable than 
their mechanical counter
parts because they have 
few or no moving parts, 
Dorman says, adding that 

they also have a longer life, making 
them more cost-effective. 

But Dorman Bogdonoff is not a one-
product company—it is oriented to new 
product development, Dorman empha
sizes. One new product is Touchscreen, 
the firm's trademark for its version of a 
transparent keyboard. Touchscreen is 
basically a membrane keyboard, com
plete with conductors, but you can see 
right through it. It can be placed direct
ly on a computer screen, allowing the 
user to "talk" to the computer without 
using a traditional type
writer-style keyboard, 
Dorman explains. Boeing 
is making use of the 
Touchscreen in its P8 mili
tary aircraft. 

By the time Peter Bog
donoff left the firm in 
1978 to pursue other inter
ests, Dorman recalls, "we 
had started to build a 
name." So the company 
still bears the Bogdonoff 
name. In the high-tech 
world, where so many 
names end in "ix" or some 
other futuristic sound, 
Dorman thinks "Dorman 
Bogdonoff" stands out. 

He is thinking of taking 
the firm public in a few 
years. Then again, maybe 
not. "Whatever is done 
has to make sense for the 
company/' he says. 

Adding Dental Care 
To Shopping Lists 

Three factors make their businesses 
successful, many retailers claim: loca
tion, location and location. 

So it is with a dentist's office, con
tends Curtis 0. Gudmundson, a Minne
apolis entrepreneur. He is convinced 
that customer convenience is the key to 
caring for the nation's teeth profit
ably—so convinced that he and his 
longtime partner, dentist William D.C. 
Mattison, have started Retail Dental 
Centers, one of the firms pioneering in 
dental franchising. (When the Ameri
can Dental Association last looked in 
1982, a spokeswoman said, it found only 
eight franchising systems operating 
dental offices in 13 states.) 

RDC's guiding idea: put the fran
chises in busy shopping malls, where 
they benefit from drop-in traffic. 

Many dentists' biggest problem, says 
Gudmundson, 37, is lack of patients. 
Yet, he points out, half of all Americans 
do not get regular dental care. He says 
the "sheer size of the market and an 
abundance of dentists" combined with 
two other factors to lay the ground
work for RDC. The other factors: in 
1977, the U.S. Supreme Court lifted re
strictions that once kept dentists and 
other professionals from advertising. 
And in recent years dental insurance 
has become more widely available. 

In addition, Gudmundson says, den
tal schools have not given their stu-

PMOTO ANNIt GRIFFITHS 

Curtis Gudmundson says shopping malls' foot traffic 
will make his franchised dental centers thrive. 
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PEOPLE IN BUSINESS 
dents adequate education in how to 
manage their practices. This means 
that many dentists can use the business 
expertise that RDC provides. 

Before launching RDC in 1980, Gud
mundson, an economist by training, 
worked with Mattison, 52, as a dental 
management consultant. They found 
that the location of an office made a big 
difference in how quickly a dentist's 
business grew. "Foot traffic, visibility 
and exposure are important to a prac
tice," says Gudmundson, who is RDC's 
president. A traditional dentist may get 
10 to 15 new patients a month, he ob
serves, but an RDC center, with its re
tail environment, gains 75 to 100. 

The approximate cost of a franchise 
is $100,000. The typical buyer: an estab
lished dentist who purchases it as an 
investment. He continues his practice 
while other—often younger—dentists 
staff the franchise. Identified as "RDC 
Dental Center" in a mall, a franchise 
can bring in as much as $800,000 a year, 
Gudmundson says. 

RDC has sold 13 franchises so far— 
nine in Minneapolis, two in Chicago and 
two in Kansas City—and negotiations 
are under way for one other. Gudmund
son expects RDC, which he says will 
start turning a profit for the first time 
in the fall, to go public this year, and he 
hopes to have 200 to 300 franchises sold 
in the next three years. 

Patients' fees are 10 percent to 25 
percent lower than average, Gudmund
son says, but RDC is selling conve
nience, not discount dentistry. The of
fices are open 70 hours a week, like 
mall shops. Parents can shop in the 
mall while a youngster is in the den
tist's chair. When the child is ready, 
Mom or Dad is paged on a beeper pro
vided by RDC. 

Gudmundson notes that dentists, in
stead of following retailers when they 
moved from downtown centers to sub
urban malls, relocated in out-of-the-way 
"professional" buildings. Now, he says, 
"dentists are getting back into the re
tail section where they belong. That is 
where the people are and that's where 
health care should be delivered." 

The Grey Flannel 
Maternity Suit 

"Pregnant Executives." These 
words, in big type in little advertise
ments in a number of business publica
tions, have been catching the eye of a 
new market. The ads are pitching Moth-
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Rebecca Matthias' firm is enjoying a high demand 
for its executive maternity clothes. Here, Matthias 
wears a leading design, a tailored business suit. 

ers Work, a Philadelphia mail order 
firm offering "classic business" mater
nity wear. 

President Rebecca Matthias discov
ered the market firsthand two years 
ago when she needed a wardrobe that 
would carry her through her first preg
nancy and her responsibilities as fi
nance director of SOLVation, Inc. (for 
solving automation problems), a small 
computer company in Waltham, Mass. 
"The stores where I usually shopped 
did not carry maternity clothes, and the 
maternity shops did not carry business 
clothes," she says. She realized that in
creasing numbers of women shared her 
predicament. 

Matthias, 30, launched Mothers Work 
early last year, several months after 
son Isaac was born. Her husband, Dan, 
who also worked at SOLVation, quit his 
job to become Mothers Work's market
ing vice president, and the couple 
moved their business to Philadelphia in 
August. The new location offered them 

the suppliers they needed 
plus a chance to be near 
Rebecca's family. 

She has since hired her 
father, Leon Crane, to 
handle suppliers. An engi
neer, he had just retired 
from his sons' real estate 
business. "I gave him 
about two weeks to get 
bored, and then I snatched 
him up," says Matthias. 

Mothers Work's first 
catalog was really a test. 
After it was published, 
the firm contacted a selec
tion of women who had or
dered it to find out wheth
er its offerings met their 
needs. "They wanted 
more suits," Matthias 
says. 

The latest catalog, more 
on target, was published 
in January, and another is 
scheduled for July. 

"The Suit," a V-neck 
jumper with a tailored 
jacket—priced at just over 
$200—generates the most 
interest, Matthias says. 
But the best-seller is a $57 
navy crepe dress with a 
red silk tie. "It is the kind 
of dress that can be worn 
in just about any climate, 
just about anywhere,' 
Matthias explains. 

Mothers Work designs 
about half the garments and contracts 
them out for manufacturing. The rest 
are bought from clothing manufactur
ers. 

The company has outgrown the 
three-unit townhouse it shares with the 
Matthias and Crane families, and 
Matthias is searching for a warehouse 
where Mothers Work can store finished 
garments and raw material. 

"We began to make a profit for the 
first time early this year," she says, 
adding that she expects the year as & 
whole to be profitable. Matthias j s 

shooting for the $1 million mark in 
sales this fiscal year. 

The firm has grown so fast, she says, 
that it needs to stabilize. Her goal now 
is "to slowly expand and have a very 
profitable company." 

Matthias had a second baby, Joshua, 
in April. This time around, she didn t 
worry about having the clothing *nt> 

needed. She wore her company's pi*0<l 

nets. 

NATION'S BUSINESS • JUNK I**" 

a 



CONGRESSIONAL ALERT 

Issues That Could Affect Your Business 
. . . and what you can do about them 

This NATION'S BUSINESS feature advises readers how they can make their 
views known on important pending legislation. Correspondence to members 
and committees of Congress can be sent either c/o U.S. Senate, Washington, 
D.C. 20510 or U.S. House of Representatives, Washington, D.C. 20515. 

Issue Potential Impact 
On Business 

Contact And 
Business Message 

FY 1984 Budget/Taxes Rate and strength of economic re
covery will be set by congressional 
actions on first budget resolution 
and appropriation bills. 

Members of the House and Senate: 
Oppose tax increases, keep third-
year tax cut and indexing, use bud
get and appropriations processes to 
cut federal spending. 

Immigration Proposed Senate bill would place 
undue paper work burden on small 
business; House version makes pa
per work optional. 

Senators: Support language, similar 
to that contained in House bill, that 
removes paper work burden on 
small business. 

Natural Gas Deregulation Only total decontrol would lead to 
lowest prices and adequate sup
plies. Also, current law has restric
tions on gas use and price that are 
unfair to businesses as consumers. 

Senators, House Energy and Com
merce Committee: Urge support of 
total deregulation of price and sup
ply by a fixed date. 

Hazardous Wastes Questionable regulations would 
raise costs to small businesses, re
sult in increased litigation, require 
excessive paper work without any 
increased environmental benefit. 

House Energy and Commerce Com
mittee and Senate Environment and 
Public Works Committee: Require 
study of certain small business clas
sifications, seek more equitable ap
proach. 

Bankruptcy Consumers with anticipated future 
incomes would find filing of bank
ruptcy more difficult. Those who can 
pay debts would face increased 
pressure to do so. 

House Judiciary Committee: Support 
effort to halt abuse of national bank
ruptcy laws, require code to include 
future income provision. 

Export Administration Act Renewing and strengthening this im
portant trade act would facilitate ex
port sales, put Americans back to 
work, improve balance of payments. 

Members of the House and Senate: 
Support attempts to remove ambigu
ities in current law, reduce unintend
ed costs to U.S. economy, sharpen 
focus of export controls. 

Health Insurance for Unemployed Legislation would add billions of dol
lars to yearly labor costs, weaken 
our international competitive posi
tion, force many firms to reduce in
surance to current employes. 

Members of the House and Senate: 
Concentrate on economic recovery, 
not on adding to already high entitle
ments and taxes; adding to cost of 
labor will not put people back to 
work. 
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EDITORIALS 

An Entitlement Program 
For America's Taxpayers 

A SAVINGS of $54 billion would ordinarily be 
considered a fiscal achievement of heroic 

proportions. But it is a relatively few drops in 
the federal budget bucket these days. When the 
Senate Budget Committee moved recently to 
reduce spending for entitlement programs by 
that amount, it represented a reduction of less 
than 2.5 percent. 

Entitlement outlays, which cover Social Secu
rity, food stamps, welfare and other tax-
financed payments to individuals, are projected 
at a total of $2.2 trillion for the fiscal years 1984 
to 1988. Under that spending pressure, annual 
federal deficits over the same period are ex
pected to total $1.1 trillion. 

In the face of such numbers, some members 
of Congress nevertheless are pressing for still 
higher outlays for the entitlement programs, 
which derive their name from the workings of 
the laws creating them. Anyone who meets eli
gibility criteria is entitled to the benefits, with
out regard to budget limitations. 

Many of the proposals for higher social 
spending are being offered, despite the expand
ing recovery, as antidotes to the recession and 
its impact on individuals. 

It is obvious, just from the recitation of the 
numbers above, that Congress has an inescap
able obligation to begin containing the growth 
of the runaway entitlement programs. As the 
recovery takes hold, there is neither economic 
nor social justification for driving those outlays 
still higher. 

When Government Is The 
Problem, Not the Answer 

I N A RECENT SPEECH to an audience of labor 
leaders, House Speaker Thomas P. O'Neill 

contrasted his political philosophy with that of 
President Reagan. 

His own belief, O'Neill said, is that "the fed
eral government has the responsibility for see
ing to it that our economy is prosperous and 
that all our citizens are enjoying the material 
rewards of democracy." 

The President, the Speaker continued, "be
lieves that government is the problem and that, 
if it is reduced in size and limited in its con
cerns, prosperity will result." 

Given the nature of his audience, O'Neill as
sumed that the comparison would reflect favor
ably on himself. But in drawing the philosophi
cal contrast he showed that he still lacks a 
grasp of fundamental economics. 

Government does not have, and it cannot cre
ate, the resources to assure a prosperous econo
my in which all citizens share the rewards. The 
only resources available to it are those it takes 
from the private sector, from the companies and 
individuals who have earned them. 

The more resources that government takes, 
the less incentive there is for the effort and risk 
needed to replenish them. And the greater is 
the threat to the very system that creates those 
"material rewards" of which Tip O'Neill spoke. 

When government policies become confisca
tory, then government really is the problem. 
O'Neill would do well to come to grips with that 
reality. 

Congress Has a Lot To 
Learn About Small Firms 

Do YOU BELIEVE that Congress has adequate 
knowledge of the entrepreneurial needs 

and problems of small business?" 
That question was posed at the recent annual 

meeting of the U.S. Chamber of Commerce, 
whose membership is made up predominantly 
of smaller firms. Eighty percent of the business 
people answering the question did so in the 
negative. 

That overwhelming vote of lack of confidence 
in congressional ability to deal with the problems 
of small business should be a matter of concern 
to all members of the House and Senate. 

It should make them consider whether they 
are out of touch with the sector of the Ameri
can economy that offers the greatest potential 
for growth. That sector also deserves attention 
as the embodiment of the spirit of individual 
entrepreneurship on which the entire market 
system is based. 

When it comes to small business, Congress 
obviously has a lot of catching up to do. • 
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Mr. Pitney. 
So long, 

Mr. Bowes. 
The IMS/Hasler. 

Absolutely, 
Positively, 
A Superior 

Postage Meter. 

av hdlo to international Mailing Systems. 
'n<dal government reports lor thelirst 

quarter, 1983, now list the IMS Hasler 
Postage' meter as number two in our 
*3Ssol new postage meter placements. 

x l We're gaming (in the leader 
everyday! 

Surprised? You shouldn't be. Since 
c''<-' (>ut K) catch a o wiparry with a o «m 

^nding share ofthemaricet, we realize 
^cannot simply rely on our name we 
l , u ' I ( > pay more attention to our 

Products. 

Asa result, we offer real pn dud Inno 
aii< >n plus pn KIIK t reliability, servk e 

?*J Prices which are dramatically 
(,),npetitive 

r° us, customer satisfaction Is the 
^Portant thing. 

Independent Research Shows 
8 Out of 10 Prefer the IMS/Hasler. 

The name International Mailing Systems 
may not IK-that familiar to you right now 
But it will be. Because i ur IMS I Easier 
postage meter mailing machine offers 
features, quality and pricing y< u just can't 
lind elsewhere 

Check Out Our Competition 
Ask the pec >ple in y* >ur mailn x >m 

about your presem postage meter \rc 
\< )u experiencing delays caused by nest 
Ingenvelopes prior to feed? I lave you 
lc ist time while d< >uhlc- checking u >r 
secure envek >|x- sealing? i )< i you 
experience ink spills (>r d< iwntime 
( aused by jammed meter (ape? 

< operate i ur< i mpetitor's postage 
meter and make your own judgement 
about us noise level 

Get The Answers 
If the people in your mailrcom don't 

know the answers, our representative will 
tell you what IMS has done about elimi
nating such pn folems. And when < ur rep 
resentative tells you about the IMS Hasler 
price advantage, you'll agree that our 
compctih us big name is no longer 
enough 

for more information, w rite to us today 
or, CALL 'IX )I.h FREE 1 -800-243-6275. 
hi Connecticut, call collect, 735-1851. 

IMS 
International Mailing Systems 

8 Brook St, P.O. Box 8S8 
Shelton,CT 06484 
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